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L.ditortal Comment 


ONTROLLERS of business concerns are today 
in a position, as a result of their recent national 
gathering, to meet with confidence and assurance the 
emergency situations which are being thrust upon 
their companies by the gradual transition of Ameri- 
can business to a war time footing. The meeting was 
largely devoted to a study of the special problems in- 
volved. 

This national gathering definitely raised control- 
lership to a higher plane than it ever has occupied. 
The program was devised to give the members of 
The Controllers Institute of America as much spe- 
cific information as it was possible to gather con- 
cerning world-wide economic problems, present con- 
ditions, what is likely to happen under various sets 
of conditions upon termination of the war, and upon 
completion of the American rearmament program; 
what may happen to foreign trade and to American 
business; and what the effects will be of the tre- 
mendous program of taxation, upon the companies 
which must meet it. 

Speakers with an intimate knowledge of foreign 
economic conditions, and of the probable future 
outlets for American products; men versed in taxa- 
tion problems; men who are specialists in business 
forecasting; a labor leader; an authority on consum- 
ers’ problems; and presidents of industrial corpora- 
tions gave their messages. 

Leaders in the field of controllership felt that con- 
trollers should be in a position to advise their man- 
agements intelligently concerning possible economic 
developments in the years ahead, and how to pre- 
pare to meet them. The program of this national 
gathering was arranged with that as its basic pur- 
pose. 

The immediate problems of business management, 


340 


presented by the sudden changes brought about by 
the placing of business on a war footing, were not 
overlooked. The program balanced nicely the im- 
mediate problems and those of longer range. 

Controllers were inspired by the thought that 
business is in sore need of an intelligent approach to 
these problems, and that managements are looking 
more and more to their controllers for help in this 
emergency. As one business executive said: “It is 
my conviction that the controller has one of the 
most significant places in the management struc- 
ture.” This challenge to controllership was recog: 
nized by all members of The Controllers Institute of 
America and by many of the officers of their com- 
panies. 

The calling of controllership will not be found 
wanting in this crisis. Forward looking men in this 
field are preparing themselves by participating in 
such meetings as their Institute just conducted, to 
meet the increased demands that are being made on 
them. There will be an increase, rather than a de- 
crease, of such problems. 

The government is cutting red tape in placing its 
orders and is revising its methods of doing business 
with industrial concerns. This means that when the 
day of reckoning comes, an entirely new set of con- 
ditions must be met. New labor costs must be en- 
countered, new selling prices figured; the possibility 
of government price fixing must be kept in mind; 
the problems of acquiring and maintaining suitable 
inventories must not be overlooked; what must be 
done to forestall or prepare for a deflation period 
after the current rise in business activity ceases must 
be considered; the problem of making a profit after 
all the taxes have been levied must be faced; the cur 
rent tax laws must be analyzed and far reaching de 
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cisions made as to the basis to be chosen for com- 
puting those taxes; a determination must be reached 
as to What reserves for taxes must be set up, not only 
under the present laws but under a probable new 
law entirely different in scope; how to meet gov- 
emment controls of specific industries that may be 
set up, must be determined; the probable effects of 
the outcome of the election must be calculated, on 
two bases, making provision for the success of either 
of the two parties; the possibility of a real war for 
the United States must not be overlooked. 

These are some of the matters, current and long 
range, Which the controller must be in a position to 
help solve and to implement in order to carry out 
whatever decisions are reached. 

Controllers who were not in a position to attend 
the recent annual meeting of The Controllers Insti- 
tute of America, in which many of these problems 
were discussed, will be in a position to obtain the 
greater part of the material which was presented in 
those sessions, as arrangements are being made to 
publish the papers promptly, in booklet form. Sev- 
etal of the papers appear in this issue of THE Con- 
TROLLER. They will be included with the others in 
the forthcoming printed proceedings. 

Controllership is marching steadily ahead. The 
leaders in this calling who, by reason of their far- 
sightedness and their participation in meetings such 
as that held late in September, are making it pos- 
sible for this calling to become more and more use- 
ful to business, are to be congratulated. All con- 
trollers should avail themselves of the opportunities 
thus presented to equip themselves for intelligent 
service to their managements. 
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HE year ahead will undoubtedly be even more 

crowded than the past year with momentous 
developments of an economic, financial, and business 
character, with changes even more marked than 
those of the past year in the type of problems to be 
met and of conditions to be encountered. Almost 
over night, specific business enterprises are called 
upon to do new things, to produce goods at a rate 
hitherto unheard of, and under conditions almost 
impossible to unravel, interpret, and organize. But 
American genius, as embodied in management, in 
management's right hand—the controller—and in 
labor, will get through even these almost insuper- 
able difficulties, and the controller will have an im- 
portant part in it. The newly elected President of 
The Controllers Institute of America, Mr. Verl L. 
Elliott, has pledged the aid of The Institute and of 
individual controllers to the government. ‘The In- 
stitute and its members stand ready for any needed 
service to our country in the next year,” he said in 
his acceptance address. 


UBLICATION of this issue of ‘THE Con- 

TROLLER was purposely delayed so that the ad- 
dress of Dr. Gustav Stolper might be included. 
Dr. Stolper spoke to an enthusiastic audience at 
one of the sessions of the Ninth Annual Meeting 
of The Controllers Institute of America. He 
spoke extemporaneously, and his remarks were 
carefully recorded. Dr. Stolper graciously re- 
viewed the transcript of his address, and it ap- 
pears in this issue in full. 
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Former Reichstag Member Analyzes 
Future U.S. Relations with Europe 


How has this war developed ? What 
may its outcome be ? What are the vari- 
ous possibilities we may envisage? 
Well, to put it very simply, there is a 
theoretical possibility of a Hitler vic- 
tory; a theoretical possibility of a Bris- 
ish victory; and a third possibility— 
that there will be no end of this war 
at all. 

That sounds as appalling to you as it 
does to me, but I am afraid that as the 
world looks now, as this modern tech- 
nique has developed to its present 
point, it is by no means out of the 
question that the war will go on, first 
at an increasing pace and then gradu- 
ally petering out at a time when both 
sides will be so thoroughly exhausted 
that they lack the strength to continue 
it. That means that the world that by 
that time will be affected by the war, 
far more than the territory affected 
now, will be physically destroyed; and, 
therefore, all the notions and ideas 
which we apply to our life—capitalism, 
private enterprise, and all we worry 
about today concerning techniques and 
forms of foreign trade—will be virtu- 
ally without any sense and meaning. 

This is no forecast. This can be no 
forecast for one simple reason—be- 
cause the most decisive factors have 
not shown up as yet. The world is not 
completely lined up as yet. We do not 
know what the future fronts will be. 
And for us, the principal question of 
course is the future position of the 
United States. We do not know 
whether the United States will be in 
this war, when it will be in this war, 
and what effect American participation 
will have. 


COVERING THE NEUTRAL WORLD 


But let me give you an outline as I 
see the situation at present. I had a 
chance last week to talk to three Eu- 
ropean friends. One came from the 
Baltics, after having stayed seven years 


Address by Dr. Gustav Stolper 


in Germany and in the Baltics, watch- 
ing very closely Russian developments. 
Another came from the Balkans, him- 
self a Yugoslav. The third was an old 
German friend of mine who just ar- 
rived from Spain after a three months’ 
stay. He knows the country and speaks 
the language fluently and was in close 
contact with leaders of the govern- 
ment, the Fascist party, and some of 
the subjugated classes. 

Well, that covers the world that ts 


The friend from Yugoslavia told me 
that they can figure out by now when 
they will be able to buy the last shirt 
and the last suit. He is a very well-to- 
do man, and he ordered his wife to 
buy as many shirts for himself and the 
family as she could get hold of. He 
knows that by January of this next year 
—the coming January—there will be 
no shirts to buy in the whole of Bel- 
grade, Zagreb, or in any town of Yugo- 
slavia, because Germany, of course, 


still considered as neutral. Let me 
glance first at this still neutral world. 


can not supply anything, Italy can not 
supply anything, and they are cut off 








This address by Dr. Gustav Stolper, delivered on October 24, 
at the recent annual meeting of The Controllers Institute of 
America, is published here in response to many requests, both 
from those who heard it and from those who heard of it. The 
analysis which he gives of the probable future trade and eco- 
nomic relations of the United States with Europe, and with 
South America constitutes a most valuable contribution to cur- 
rent thinking. Dr. Stolper’s subject was: ‘‘Current and Prospec- 
tive Foreign Economic Developments: Their Implications for 
American Business. ”’ 

Who is Dr. Stolper? He is an economist, lawyer, financier, 
publisher, and editor, a former member of the German Reich- 
stag. He has been living in New York since 1933, as economic 
adviser to leading European banks, in Switzerland, England, 
France, Holland, and Scandinavia. He obtained the degree of 
Doctor of Law and Economics at the University of Vienna, 1911. 
He was publisher and editor of ‘“The Austrian Economist,”’ and 
Professor of Political Economy at the Vienna Academy of Com- 
merce. He later published and edited papers and periodicals in 
Berlin, was Berlin correspondent of ‘“The London Economist,” 
and was a liberal member of the German Reichstag for Hamburg 
between 1929 and 1932, being a member of its budget Com- 
mittee and banking Committee. He was a member of the German 
delegation at Geneva in 1931. Being an anti-Hitlerite he sold 
out his publications and came to the United States when Hitler 
came into power. He has written several books, the most recent 
being ‘‘“German Economy—1870-1940.’" He also contributes to 
American magazines. 

The Committee which arranged the program of The Insti- 
tute’s annual meeting felt that it wished to place in the hands of 
controllers definite information as to what the future holds for 
American business in the way of foreign trade. It succeeded 
admirably when it was successful in placing Dr. Stolper on its 
program. 

—THE EDITOR 
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from the western world. They were 
perfectly well supplied as long as Italy 
was neutral. They received from Italy 
everything, including substantial quan- 
tities of oil. The British do not issue 
navicerts even to the so-called neutral 
countries, which are not really neutral 
at all, because they are domains of the 
German organization. 

I asked this friend what would hap- 
pen. “Well,” he said, “we will prob- 
ably not starve. We are predominantly 
an agricultural country. We will have 
enough foodstuffs, although our sur- 
plus goes to Germany, for which they 
offer as pay, say, automobiles. But 
they offer to deliver the automobiles 
without tires because they have no 
tires. What is the use of having auto- 
mobiles if you have no tires? And 
what is the use of having automobiles 
even with tires if you have no oil— 
and there is no more oil left in Yugo- 
slavia because we received our oil from 
Rumania, and the Rumanian oil goes 
to Germany now.” 


OBVIOUSLY IN WAR 


That is that. These people are in the 
war, obviously, and if it goes on for 
yuother twelve months they will have 
0 do without any industrial products 
and just have to live in a manner on 
the physical substance—eating and 
drinking about 3,000 calories a day— 
ind seeing how they can do without 
lothes. They will probably wear sheep- 
kins again, what they did in ancient 
times when there was no textile in- 
dustry. 

I suppose that some of you have, 
during the last two weeks, read Mr. 
G. E. R. Geyde’s remarkable and vivid 
series of articles in The New York 
Times on Russia. Mr. Geyde is the 
correspondent of The New York 
Times who just left Moscow and for 
the first time since before he entered 
Moscow has been able to write any- 
thing about Russia. 

Russia is in a complete state of dis- 
integration. Russia is starving, terribly 
weak, devoting whatever economic 
‘tength it has, to strengthening its 
‘med forces. Its army organization 
8 probably a little better today than 
was during the Finnish war a year 


The Controller, October, 1940 


ago, but of course by far no match for 
Germany. It is absolutely impossible 
to think today of a conflict with Ger- 
many. But if Germany should col- 
lapse—completely collapse—and a vac- 
uum should develop in Central Europe, 
then of course the Russian army would 
be the only organized military power 
in Europe, and no one could stop it 
from expanding Russian imperialism, 
which has nothing at all to do with the 
Socialist ideas they have preached to 
the Atlantic. 


SPANISH PEOPLE STARVING 


Well, Spain: People in Madrid are 
starving, and every day you can see 
people falling to the pavement in day- 
light because of weakness from hun- 
ger. At the same time one million 
Spaniards are kept in concentration 
camps waiting for the moment that 
some one will press a knife in their 
hands to give them an opportunity to 
murder some one of their compatriots. 

This is ‘neutral’ Europe. The rest is 
belligerent, under complete domination 
by armies, including the whole of Cen- 
tral Europe, the greater part of France, 
virtually the whole of France. I per- 
sonally believe that it is only a question 
of a few weeks,—at the latest, a few 
months—that the whole of France will 
be occupied, either by German or 
Italian troops. And, of course, Italy, 
which may for the moment still be 
relatively best off of all of them, but 
only for the moment—even for Italy, 
it is only a question of time, a few 
months, that their reserves will be ex- 
hausted. They entered the war in the 
certain expectation that it would be a 
short war. They were promised that 
England would collapse in a few weeks 
and that the war would be over by the 
end of this year. 

So far, we do not see any indica- 
tion of the war being over this year. 
The British have surprised the world— 
certainly America—and I think them- 
selves, by their glorious behavior, by 
their courage, by their determination, 
and by an unexpected capability of im- 
provised organization. 

The British are, as you know, not 
people who like to think of organizing 
far ahead; but they are masters at im- 


provisation. They showed it first, to 
the admiration of the world, in the sal- 
vation of the Flanders army at Dun- 
kirk, and they show it now every day. 
But they are blessed with incredible 
luck to have found in the gravest hour 
of their history a real genius as their 
leader. 

Mr. Winston Churchill you really 
have to measure by many standards— 
this man being the son of one of the 
oldest and grandest English noble fam- 
ilies, started out as a professional sol- 
dier, became a war reporter, and turned 
out to be a great painter, a great nov- 
elist, a great statesman, a great orator, 
and a great prophet at that. He was 
unfortunately the only one who warned 
as early at 1933, 1934 and 1935 of the 
things that afterwards happened in 
Germany and the dangers that en- 
gulfed the whole of Europe. He warned 
in vain because his type of personality 
was unpleasant. He told the people 
unpleasant things, about which they 
did not want to hear because it would 
have been too unpleasant to act. 


REASONABLE TO ANTICIPATE WORST 


Well, you know, there are some peo- 
ple here in this country too who refuse 
to look ahead and refuse to accept un- 
pleasant forecasts of the future and 
say, “Well, it will not be quite as 
bad’’; and yet when it happens it is 
usually much worse than anyone could 
anticipate or could prophesy. So I 
think it is reasonable to anticipate the 
worst possibilities. 

As it looks now it seems that the 
British have recovered parity in the air 
with the Germans; that the German 
superiority in the air no longer exists, 
or, at least, is not substantial enough 
any more to conquer Britain. I say 
that with my fingers crossed, but we 
have no indication, so far, to the con- 
trary and all the uncensored reports I 
receive from Britain are absolutely 
unanimous in statements that the spirit 
of the people in London is unimpaired 
—which is amazing for a city of eight 
million, representing one-fifth of the 
total population of the country—after 
fifteen or sixteen sleepless nights. They 
have kept up their belief in victory, 
fighting alone and single-handed half 
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the world today. That makes me be- 
lieve that Hitler will hardly be capable 
of conquering the British Isles. 

But by saying this, I do not neces- 
sarily imply that the British will be 
capable, in the near future, of con- 
quering Hitler. It is about as difficult 
to send an expeditionary force to con- 
quer the Continent, and even more so, 
than it is to send an expeditionary force 
from the Continent to the British Isles. 
So what we have to look forward to in 
1941 is that by that time both Britain 
—with the deliveries received by it 
from the United States—and Germany, 
will increase their striking power and 
will increase their strokes: They will 
have more planes; they will have big- 
ger planes; they will have more power- 
ful planes; they will have more pilots 
—and the destruction that we may 
witness in six or eight months from 
now will make the present destruction 
appear like child’s play. 

How long that can go on I do not 
know. The human race turns out to be 
something very enduring. Maybe peo- 
ple get accustomed to it. After all, in 
the last war, we did not think it pos- 
sible that millions of men could live 
for five years in trenches, in summer 
and winter, in mountains and plains, 
in snow and ice; but they did. They 
got accustomed to it, and millions of 
them enjoyed it. 

Probably they will develop new tech- 
niques for shelters. People will get ac- 
customed to spending the nights under- 
ground. After all, in many New York 
hotels people actually live underground. 
They do not see the sun, if they live 
on the lower floors. You do not see 
much of the sun here; yet it is very 
pleasant. So you may develop a sort 
of underground civilization very 
quickly, and people will make the best 
of it. 

The Germans probably will do the 
same thing, and I personally do not 
believe that the British blockade can 
become an effective enough weapon in 
the next twelve months to force Hitler 
to his knees. It probably would not 
have been possible even without the 
conquest of France and Scandinavia. 
Anyway, without the conquest of 
France and Scandinavia, Germany had 
two very weak points. One was ore— 
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iron ore—and the other was oil. Ger- 
many had virtually no ore. It covered 
from its own mines not more than ten 
to twenty per cent. of its needs. With 
the conquest of Scandinavia, Sweden 
and Norway, Belgium and France, with 
the ore mines of Lorraine and Luxem- 
bourg and Belgium, and free access to 
the ore mines of Spain, Germany has 
more producing ore than it needs. 

The combined German steel capacity, 
including Czecho-Slovakia, Poland, 
France and Belgium, totals about forty 
million tons today, possibly more, 
which comes close to the order of the 
magnitude of the American steel in- 
dustry and is about four times as big 
as the British. 


GERMANY AMPLY SUPPLIED 
WITH IRON 


When they will be able to exploit 
their full capacity is a difficult ques- 
tion. It may take a few months; it 
may take a year. The industries are 
in countries that are highly disorgan- 
ized. People are not eager to work 
very hard. They will have to be forced, 
but they will be forced successfully, 
eventually. The British bombing does 
inflict some damage on some of the 
plants and may diminish the produc- 
tion, but anyway, if you consider that 
Germany did not need more than 
twenty million tons a year to build 
such a huge armament machine—they 
do not need forty millions; they need 
only twenty or twenty-five—in other 
words, Germany is today more than 
amply supplied with the sinews of war- 
fare, so far as heavy industries are con- 
cerned. 

The second very weak point was oil. 
Before Germany conquered the West 
and the North there was a chance of 
Rumania holding out against Germany, 
with the British and French retaining 
some influence on Rumania, which 
would have prevented some part of the 
Rumanian oil from flowing into Ger- 
many. After the conquest of France 
and Scandinavia, of course there was 
not the slightest chance of Rumania 
holding out, and the whole Rumanian 
oil supply is at the disposal of Ger- 
many. Pipe lines will be constructed by 
the Germans, and in a year or a year 


and a half it will be a rather different 
oil industry from what it is now; obvi- 
ously, under German management, as 
you can easily imagine, it will be a dif. 
ferent industry compared with the oil 
industry under Rumanian management, 

That takes time, though, and if it 
were a full-fledged war it would not 
suffice. Rumanian oil production, even 
under German management, can not 
be increased rapidly. The oil wells 
in Rumania have been drying up 
slowly and production was declining 
in the last few years. You may estimate 
the present output at about five million 
tons crude, and you can not take every- 
thing out of this five millions because, 
although you have virtually abolished 
automobile traffic outside of the Ger- 
man army. In none of these coun- 
tries can you run an automobile, ex- 
cept perhaps the kings and_ prime 
ministers, and I think even they are te- 
stricted and are not eager to ride 
around very much anyway. But a large 
part of Europe does not know electric- 
ity and gas and, therefore their illum: 
nation comes from wax candles and 
kerosene lamps. A substantial part of 
the Rumanian oil production has to be 
refined into kerosene, although of 
course people may be left in the dark 
if the Germans need the oil. So you 
may assume that about three to four 
million tons of oil may flow into Ger- 
many, which, together with synthetic 
oil made in Germany out of coal, of a 
virtually unlimited supply of both hard 
and soft coal, is approximately enough 
for the present kind of warfare. 


MucuH O1Lt CONSUMED IN 
LAND WARFARE 


There is a large amount of oil con- 
sumed in land warfare. The air does 
not take so much. If you take even 
four-motored big bomber, with a to- 
tal horsepower of, say, 4,800, that Is 
about the equivalent of 48 automo 
biles; and if you keep 2,000 in the ait 
at the same time it is still only about 
the equivalent of 100,000 automobiles 
The airplane is not a very big com 
sumer, although it is a consumer of a 
very special sort of gasoline, the high 
octane gasoline. 

Another difficulty is lubricants. You 
can not reduce very effectively the com 
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sumption of lubricants if you want to 
run heavy industries on a very large 
scale, as heavy industry has to be run 
because Germany has to keep the ma- 
chine going to supply munitions and 
guns and tanks and airplanes for fu- 
ture uses. 


EARLIEST END OF War, 1942 


Well, that may impose restrictions— 
unpleasant restrictions—but I do not 
believe that they will be decisive 
enough to break German resistance. In 
other words, German morale in 1941 
may weaken. German resistance may 
not grow as fast as the striking power 
of the British may grow, or certainly 
not as fast as American armaments will 
grow, but it will not be broken. Thus, 
the earliest end of the war, I think, is 
likely to be in 1942. By 1942 we 
might have reached a point where the 
German morale may be on the wane, 
if—a big “if’—they lose their belief 
in an eventual victory; and this belief 
in an eventual victory can be broken, 
for instance, by America’s entry into 
the war. 

I think the Germans remember very 
well that America’s going to war even- 
tually decided the last war. Up to 
1917 the Germans hoped for a victory, 
and you remember that by 1917 Ger- 
man troops occupied a larger area of 
Europe and Asia Minor than they do 
today. Do not forget that in 1917 
German armies were standing at the 
Suez Canal because Turkey was an 
ally of Germany. By the middle of 
1918 German troops had occupied the 
whole of western Russia, after the 
Bolshevik revolution, after the so-called 
peace of Brest Litovsk, the whole of 
the Ukraine, down to the Caucasus. 
They occupied the whole of Rumania, 
the Balkans; they occupied a part of 
northern Italy, they occupied about as 
much as, or rather more than, they do 
now of Poland. 

Nevertheless in 1918 all this mighty 
power suddenly collapsed within a few 
Weeks, and it was largely due to ex- 
faustion and to the arrival of a great 
Power, with very fresh, unexhausted, 
marvelously equipped lads, very eager 
0 fight. Not too much of an effort 
Was required in order to tip the scales 
0 the destruction of Germany. 
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By 1942 a similar situation may or 
may not develop. I am not prophesy- 
ing anything; I am not advocating any- 
thing; I am talking to you of possibili- 
ties which we may have to consider. 


War Not OF ECONOMIC ORIGIN 


I have been asked whether I think 
this war was primarily economic in 
origin. My answer will be very sim- 
ple and definite: It was not economic 
in origin at all. 

As a matter of fact, I do not know 
any major war in history that was 
economically motivated. It is one of 
the legends that has been spread all 
over the world by Marxist doctrines 
which, unfortunately, have been ac- 
cepted by bourgeois minds, that eco- 
nomics determine history; it just is not 
true. The Nazis and the Communists 
are spreading one of the silliest theo- 
ries that has ever been sold to the 
world; the theory of the division of 
the nations into ‘haves’ and ‘“‘have- 
nots.”’ 

It is a division that simply does not 
mean anything. Was Germany ever 
a “have” nation before the last war? 
Germany had a few colonies in Africa, 
it is true. The few colonies were a 
definite liability and nothing of an as- 
set. Not more than one per cent. of 
the German foreign trade was done 
with the colonies, and the colonies, 
year in and year out, cost more to ad- 
minister and develop than ever any- 
body in Germany could get out of his 
investment in these colonies. 

We know that the standard of the 
German people and the development 
of Germany's economic power up to 
1914 was an economic miracle com- 
parable to the American miracle, Amer- 
ica was still being colonized at that 
time and, because of the immigration, 
had a steady influx of European capital 
year in and year out that poured in by 
hundreds of millions and _ billions— 
will you please remember that when 
you consider the future role the United 
States may have to assume after the 
war with respect to Europe! It will 
have to be a sort of counter-coloniza- 
tion; the United States will have to 
reverse the trend of the nineteenth 
century and the beginning of the twen- 
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tieth century, because the center of 
gravity of world power has shifted 
from the old continent to the new con- 
tinent. But we will have to talk about 
that a little later. 

Germany was definitely a “have” 
power before the first World War, and 
it was on the best way to be a “have” 
power again just before Hitler came to 
power. How few people realize that 
Germany's foreign trade between 1926 
and 1930 in gold was greater than at 
any time before the world war, with- 
out any colonies and without any for- 
eign assets. It is not true that the 
world had locked itself up against 
German exports. German exports were 
taken as freely as ever before. Britain's 
imports after the introduction of the 
tariff were greater year by year than 
at any time in her free trade history. 


HOLLAND A “Have” NATION 


Now, there are “have” nations—for 
instance, the Dutch. The Dutch defi- 
nitely derive some benefit from their 
colonial empire. What does it mean? 
It means they reaped the benefit of the 
accumulation of savings that they in- 
vested over centuries in the empire. 
In other words, the Dutch, having no 
outlet at home for the vestments of a 
very rich nation—which they were in 
the fifteenth and sixteenth centuries— 
invested their money in their own em- 
pire, as they invested their money in 
the United States, in South America, 
or in the British Empire, and they re- 
ceived their dividends as well as they 
received the dividends from U. S. 
Steel, which they bought, or from 
those American railway bonds, a few 
of which are left, which have gone into 
receivership. 

No, redistributing the world means 
not redistributing the world, but it 
means redistributing savings. To take 
away something from somebody and 
give it to somebody else—that is a 
different proposition. Without any 
doubt, it makes the fellow you take 
from poorer and the fellow to whom it 
is given richer. It has nothing to do 
with justice and has nothing to do with 
economic opportunities. As a matter 
of fact, the German economic oppor- 
tunities before the last war and after 
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the last war all over the world were 
as great as the British and as great as 
the French. Germany's share in In- 
dian foreign trade—for instance—rose 
faster than the British ioreign trade. 
No Britisher prevented anybody in In- 
dia from buying German goods; not 
before the world war, certainly. Ger- 
many developed a large market in In- 
dia, and nobody minded and nobody 
hampered them; and that was true all 
over the globe. 

Before the world war German for- 
eign trade grew bigger and bigger, the 
German nation richer and had accu- 
mulated foreign investments to the ex- 
tent of six billion dollars, which, of 
course, were lost in 1918. In the 
Twenties, they began to accumulate 
them again, with American help. Ger- 
many rebuilt herself out of her own 
power, and very, very successfully 
Those of you who know Germany, 
when you compare the complete de- 
struction in which the country had 
fallen in 1918 and 1923, at the end of 
the inflation, and you who were there 
in 1928 and 1929, will certainly have 
been amazed. This was one of the 
few outstanding miracles of our age— 
a country which in five years was re- 
constructed from top to bottom and 
from bottom to top. 

When Hitler conquered his first siz- 
able minority in the Reichstag in 1930, 
Germany had not quite 2,000,000 un- 
employed. Measured per capita—it 
was a nation of 65,000,000 people— 
this was not more than Britain had at 
the peak of her prosperity in 1937. 

In other words, it is not true that 
Hitler came to power because of the 
economic crisis, and it was not because 
of unemployment. In fact, the unem- 
ployed never voted for the Nazis; the 
unemployed voted for the Communists, 
or Socialists. 

It is due to uneconomic reasons, and 
uneconomic reasons only, that certain 
ideologies developed all over the 
world and particularly in Germany. 


Certain ideas spread, and these ideas 
determined the course of economic 
events, and not vice versa. It was not 
economics 
strength of their ideas. 

Whether economic penetration brings 
about political domination was the 


which determined the 
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question. I think, again, that is the 
opposite of the truth. If you try to 
penetrate a country economically, nine 
times out of ten you may be sure that 
you will arouse political antagonism. 
You make a country hostile if the 
country gets suspicious that you want 
more than equal trade, trade on equal 
terms. You have to be very careful in 
doing business with foreign countries 
not to offend their susceptibilities and 
their sensitivities; and the more you 
let them believe that you are out for 
political domination, the more barriers 
they will raise against you. 


DIFFERENCE BETWEEN PHILOSOPHIES 


But here comes the decisive differ- 
ence between the two philosophies that 
are clashing right now. The Germans 
do not care whether they arouse sus- 
ceptibilities and suspicions because they 
rely on their own power: if you do not 
give in, you are crushed. The British 
try to make friends, try to deal on 
equal terms, try to reconcile. Which 
philosophy will eventually prevail, the 
war will decide. 

In other words, if Germany pene- 
trates a country economically, the polit- 
ical consequences are entirely differ- 
ent from the political consequences 
achieved if Britain or the United States 
tries to infiltrate a country economi- 
cally. They try to make friends; they 
try to help the people in the country. 
The Germans are not out to make the 
world prosperous; they are out to 
make Germany and the German people 
prosperous. That decides our outlook 
on the future of the world market. 

When we think of the future of the 
world market, we usually think that 
this war will work terrible destruction ; 
that this destruction will have to be 
repaired; that everybody will try to 
regain his former standard of life, or, 
rather, better it; therefore, there will 
be a tremendous need for things and 
a tremendous demand for raw ma- 
terials, manufactured goods, and all 
kinds of good things—world trade will 
flourish, and that should benefit every- 
body concerned. 

Well, that presupposes one thing: 
that the power which is in control of 
a territory is concerned with the eco- 


nomic welfare of that territory. We 
have not the slightest indication on the 
part of Hitler that Hitler will be very 
eager to make France or Czecho- 
Slovakia or Poland prosperous. There 
are many indications that point to the 
opposite; that he wants to keep them 
at a very low standard of life, in order 
not to impair the predominant power 
of Germany and keep them under con- 
trol with a minimum of military effort, 
which you can do only if you keep your 
possible adversary or potential revo- 
lutionary low down both in spirit and 
in education. Therefore Hitler destroys 
first the educational system: All the 
Czech universities have been closed for 
more than a year; the Polish institu- 
tions of learning have been closed 
down. In a few years there will be a 
generation growing up that will not be 
capable of running a modern industrial 
machine. And they do not care; the 
Czechs and Poles are supposed to be 
working for the Germans, and there is 
a very fair chance that the German 
people in Central Europe may attain a 
higher standard of life than ever be- 
fore—but only those eighty million 
people. 


EUROPEAN IMPORTS WILL BE 
SMALLER 


In other words, if we look at the 
future consumer in Europe—a Europe 
dominated by Hitler—we may take it 
for granted that the total European 
consumption of goods to be imported 
from overseas will be substantially 
smaller than it was before the outbreak 
of the war. This will be so as long 
as this system lasts; and I am afraid 
it can and probably will last very long 
if Hitler wins. 

The same is probably true of China, 
if it should be conquered by Japan; 
and the same has been true in Russia, 
where the Bolsheviks were more eaget 
to establish the power of the Bolshevik 
party than to raise the standard of the 
Russian masses—a standard that today 
is probably lower than it was in the 
Czarist times in 1913. 

Here you have the world thrown 
back possibly by one century in stand- 
ards of consumption; and what would 
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Domestic Economic Conditions: The 


Situation and Outlook 


We are at the conjuncture of a so- 
cially and politically significant elec- 
tion in this country and an histor- 
ically vital battle in Europe. The 
outcome in either case is largely un- 
predictable, yet each is capable of 
shaping the course of economic de- 
velopment in the months ahead. 
Thus, this seems to be a peculiarly 
inappropriate time for a discussion 
of the economic outlook. It is rather 
atime for national stock-taking, for 
the most skillful national planning 
of which we are capable, and for the 
exercise of an exceptionally high or- 
det of economic, social, and political 
statesmanship. I shall, therefore, con- 
fine what I have to say to a discus- 
sion of some of the many extremely 
dificult economic problems which 
are now pressing for solution. 


THE ARMAMENT BooM AHEAD 


A central fact of our economic sit- 
uation is that we are in the first phase 
of an armament boom. Barring a 
quick termination of hostilities in 
Europe, industrial production in the 
current year should hang up a new 
record, exceeding both 1929 and 
1937 by a small margin. And in 1941 
and 1942 levels of production sub- 
stantially above that of any previous 
year should be reached if, as now 
seems likely, our armament program 
s carried to completion. 

A defense program of the magni- 
tude of that just getting started is a 
powerful force making for a high 
vel of production. Congress has 
already appropriated, or soon will 
have appropriated, approximately 15 
dillion dollars for the expansion of 
our military establishment, and this 
Snot by any means the full cost of 
the program. The prospect is that in 
t¢ next five years the total of mili- 
“ty expenditures may be at least 25 
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billion dollars. It may be consider- 
ably more than that. 

In the calendar year 1939 total de- 
fense expenditures amounted to almost 
$1,500,000,000. Present indications 
are that the total for the current year 
will be close to $2,500,000,000, that 
approximately 6 billion dollars may be 
spent for such purposes in 1941, and 
that in 1942 military expenditures will 
be near 9 billion dollars. 

It is difficult to appreciate the sig- 
nificance of such figures, but it is 
clear that one of our infant indus- 
tries, i.e., the armament industry, is 
about to explode into one of the 
largest employers of labor in the 
country. Compare these estimates of 
expenditures for armaments with: 


—the total wholesale value of au- 
tomobiles and trucks produced 
in the United States and in Can- 
ada in the year 1937 amounting 
to about 4 billion dollars; 

—the total estimated value of all 
agricultural and livestock pro- 
duction in the United States in 
1939 amounting to $7,700,000,- 
000; and 

—the total value of all building 
contracts awarded in 37 states 
in the record year 1928, amount- 
ing to $6,600,000,00. 


EACH DEFENSE DOLLAR MULTIPLIED 


The expenditures we are plan- 
ning to make for national defense 
are of almost astronomical propor- 
tions—and rightly so—but the col- 


lateral effects of such expenditures 
may well serve to multiply each de- 
fense dollar into several dollars of 
business stimulation. In many com- 
munities homes must be built to 
house workers in the new or ex- 
panded defense industries. Workers 
will be drawn into better paying jobs 
and from relief into active employ- 
ment, all of which will serve to in- 
crease buying power. The armament 
program requires that the heavy goods 
industries be operated at capacity and 
that additions to capacity be made as 
quickly as feasible. If the Government 
permits the armament program to in- 
crease its already sizeable deficits, and 
if such deficits continue to be financed 
by the sale of securities to the banks, 
the effect will be to expand the volume 
of deposits in use in the country—an 
obviously powerful economic stimulant. 
It is perhaps not too much to anticipate 
that if the armament program is car- 
ried to completion, our economy will 
be operating at full blast for the first 
time in more than a decade. 

There is, of course, no assurance that 
an armament boom will not be punc- 
tuated with temporary recessions in 
productive activity. At the moment 
there appear to be two possibilities of 
such a development. One is the quick 
termination of the European war, which 
might bring extensive cancellation of 
orders, since business probably would 
draw in its horns a bit until it could 
get its bearings. Another development 
which might be followed by a tempo- 
rary setback in business would be a 
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sharp rise in inventories carried by do- 
mestic industry. If inventory accumu- 
lation is overdone, a moderate correc- 
tive movement might be in order. But 
with a rearmament program of such 
stimulative potentialities as that now 
under way, any such recession should 
not last for long, and the process of 
industrial expansion should soon reas- 
sert itself. 

A program large enough to meet our 
armament needs seems likely to sustain 
a spectacularly high level of produc- 
tion, but it is an illusion to assume that 
any real or durable economic gains will 
be made. To be sure an armament 
boom means employment for labor— 
but only during the period of intense 
activity in the armament industries. To 
industry an armament boom brings ca- 
pacity operations, but at little or no real 
profit if taxes assume the proportions 
suggested by legislation now under 
consideration by Congress, and many 
concerns may well be weaker finan- 
cially at the end than at the beginning 
of the period. To the consumers of 
the nation an armament boom will 
bring no material increase in the stand- 
ard of living, for the emphasis will be 
on the production of goods for arma- 
ment, not for consumption. 


DANGER OF A Post-ARMAMENT 
COLLAPSE 


The fact which we must keep con- 
stantly in mind is that the new indus- 
try which armament expenditures will 
bring into being will, once it is built 
and our stores of military supplies ac- 
cumulated, provide little or no oppor- 
tunity for the permament employment 
of labor. Thus the armament program, 
like the public works program of the 
past decade, must be recognized as a 
palliative, not a cure for unemploy- 
ment. 

Our first concern today must be to 
build an impregnable system of de- 
fense against external aggression. But 
another no less important task is to 
protect ourselves from internal eco- 
nomic disorganization. Nations fall 
when an outside aggressor overwhelms 
them, but they can commit economic 
suicide if their result in 
chronic unemployment, perpetual defi- 
cits and throttled private initiative. 
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Unless carefully laid plans are put 
into effect to the end that non-arma- 
ment industries will be able to fill the 
gap left when armament activities are 
tapered off, the chances are that the 
armament boom will be merely the 
prelude to another severe depression 
with its attendant phenomena of idle 
men, idle machines, and idle capital. 


METHODS OF PREVENTING A 
Post-ARMAMENT COLLAPSE 


Thus the times call for the use of the 
best talents we have to devise policies 
which will provide a degree of insur- 
ance against a post-armament collapse 
in this country. The framework within 
which such policies are likely to be 
found has been set forth by Mr. Mar- 
riner S. Eccles, Chairman of the Board 
of Governors of the Federal Reserve 
system, who for several years has ad- 
vocated that our Government policies 
be designed to offset changes in pri- 
vate business. This has been called 
the compensatory theory of economic 
planning and management. It involves 
the upward and downward revision of 
taxes, changes in fiscal policy, changes 
in monetary policy, and control of re- 
lief and public works expenditures so 
that when industry is contracting, the 
Government would be pouring billions 
of new purchasing power into the 
economy, providing business with new 
orders, and following an easy money 
policy. The purpose would be to 
cushion the decline in private business 
activities and turn it quickly into a 
vigorous business recovery. On the 
other hand, in the prosperity stage of 
the business cycle, Government policy 
would be deflationary. 

Such a compensatory program is dif- 
ficult to apply because new and un- 
familiar situations are constantly aris- 
ing, and because action tends at times 
to be subordinated to political expedi- 
ency. The present administration in 
Washington adopted this compensatory 
theory in principle, but the results have 
been far from perfect in recent years. 
Such a program should not be dis- 
carded now, but should be carried to its 
logical conclusion. Whether or not this 
theory of Government planning is 
deemed to be sound or workable in 


less turbulent times—and that is 4 
highly controversial question—the situ. 
ation we face is such as to suggest that 
it will be advisable to reduce the stimu. 
lation during the period ahead so that 
it can be reintroduced if, when the 
armament boom wears itself out, busi. 
ness needs such support desperately. 

The problem we face is so difficult 
that cooperation in its solution by 
Government and business would ap- 
pear essential. No single individual 
can hope to produce a definitive and 
comprehensive program, and I shall 
not attempt to do so, but there are 
three areas in which the need for com- 
pensatory policies now appears to be 
compelling. 


I. PROTECT THE GOVERNMENT'S 
CREDIT 


In the fiscal area it is essential that 
we make every effort to protect the 
Government's credit during the period 
of heavy defense expenditures. We 
have used the Government's credit lib- 
erally during the emergencies of the 
'30's only to discover that our predica- 
ment in the ’40’s is no less difficult. 
And while the rebuilding of our arma- 
ments may protect us against invasion, 
we shall face still another emergency 
requiring the use of Government funds 
if there is a post-armament depression 
with a consequent need for heavy te- 
lief expenditures. It is a fact too fre- 
quently ignored that the Government's 
credit is an exhaustible resource which 
must be used carefully and with full 
recognition that the future may bring 
a condition where reserves of borrow- 
ing power will be urgently needed. — 

Three methods by which increases 10 
the Federal debt may be held in check 
are available: 


(1) Cut Non-Military Outlays 

In the period when our first concern must 
be to rebuild our defenses, should we not 
go through the budget of the Federal Gov- 
ernment with a fine tooth comb asking out 
selves if expenditures such as those for te 
Civilian Conservation Corps, for the Ne 
tional Youth Administration, for non-mur 
tary roads, for parks, for rural electric 
tion, and for public buildings should ne! 
be deferred to a later period when suc 
expenditures might balance the tapering 
off of armament activities? 
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(2) Reduce Activities of the Loan 
Agencies 
The second method of holding Federal 
debt increases to a minimum involves the 
igencies—Reconstruction Finance Cor- 
n, Commodity Credit Corporation, 
and the like which promise to disburse 
large amounts of money. Would it not 
serve the national interest much better if 
hese agencies were to guarantee loans by 
commercial banks, than if they make 
loans directly ? 
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(3) Hold Taxes High 


The third method of fiscal improvement 
is in the field of taxation. In theory taxes 
ght to be high in a period such as that 
we are now entering. We need armaments 
and we must be prepared to pay for them, 
not tomorrow nor in the next generation, 
but today. I have the feeling, however, 
that the tax load on individual and corpo- 
rate incomes is now so high that the more 
fruitful area for improvement in our fiscal 

n is to be found in the curtailment 
f non-military expenses. 
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The point which it is necessary to 
emphasize is that we must get our fi- 
nancial house in order so that reserves 
of credit will be available for use if 
necessary in the post-armament period 
or in a period when we are actually at 
wat. Heavy Government deficits dur- 
ing an armament boom may make for 
an inflationary situation which would 
only result in an even more severe de- 
‘line when the armament influence 
wears itself out. It will be far better 
to limit the amount of deficits during 
the armament boom so that we will be 
able, if necessary, to use deficit ex- 
deliberately to stimulate 
public purchasing power in the post- 
armament period. 


penditures 


Il. Limir MONETARY EXPANSION 


The second area for possible com- 
pensatory action is in monetary policy. 
The volume of money available for 
we in the country has increased at a 
spectacular rate during the past few 
‘eats. In the period January, 1933 to 
February, 1937 domestic deposits and 
‘urrency increased $12 14 billions. 
Again in the period March, 1938 to 
luly, 1940 domestic deposits and cur- 
acy increased almost $10 billions. 
If deposit expansion continues at any- 
‘ting like this rate—and there are no 
orkes on it at the present time—we 
‘all be running the risk of converting 
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the armament boom into an armament 
inflation. 

The prevention of an over-expansion 
of credit with an avalanche of gold 
flowing into the country and with an 
already inflated bank reserve position 
is a difficult problem in money manage- 
ment. But there are many methods 
which I am sure the authorities are in- 
genious enough to make use of with- 
out serious effects. 


(1) Reduce Bank Excess Reserves 

Excess reserves are clearly at a dangerous 
level. They can be reduced by various 
methods, among which might be included 
the restoration of legal reserve requirements 
to the level prevailing before the cut in 
April, 1938, the transfer of United States 
Government deposits from commercial banks 
to the Federal Reserve banks, a reduction 
in the Federal Reserve bank portfolio of 
United States securities, the sterilization of 
all incoming gold and perhaps some of our 
present holdings, permitting private owner- 
ship of gold and gold coins, and discon- 
tinuing the issuance of silver certificates. 
The choice of methods must be left to the 
proper authorities, who can I am sure ap- 
ply them in such a way as to put a brake 
on further monetary expansion, without the 
actual deflation of existing deposits or cur- 
rency and without any material or costly in- 
crease in interest rates. 


(2) Encourage Purchase of U. S. Se- 
curities by Private Investors In- 
stead of the Banks 

The application of such methods is not 
likely to prevent further deposit expansion, 
however, unless the Government takes ac- 
tion to prevent the bulk of its new securi- 
ties issues from being purchased by the 
banks, and undertakes to sell them instead 
to private investors. This the Government 
could do by stimulating the sale of United 

States savings bonds. If the limit on an- 

nual sales to any one person were lifted 

above $10,000, if the form of the obliga- 
tion were changed to a coupon instead of 

a discount basis, if investment by trustees 

were again permitted, and if the rate were 

kept at an attractive basis, private purchases 
of savings bonds would be large enough to 
provide the Government with considerable 
amounts of new money. And if such steps 
failed to provide the Government with 
funds in sufficient amounts, it could adopt 
the policy of offering special defense issues 

—perhaps not eligible for bank purchase- 

asking for public subscription as a matter 

of patriotic Private 

would probably be eager to purchase U. S. 

Government defense issues at rates no more 

than moderately above those now prevail- 

ing. The point here is not that the banks 
are unwilling to make their credit facilities 
available to the Government—for they are 
eager to cooperate—but that the situation 
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calls for action which would induce private 
investors to supply the bulk of the funds. 
To do otherwise is to run the risk of dan- 
gerous monetary expansion. 


III. CLEAR THE WAY FOR PRIVATE 
BUSINESS EXPANSION 


The third area in which policies 
should be adapted to the situation 
which we face as the result of the ar- 
mament program is in Government- 
business relationships. We now know 
that a blackout on private initiative is 
in reality a blockade against the sort of 
industrial and business expansion 
which alone can take care of our un- 
employed. The armament program 
insures a high level of activity for a 
time. During the boom period it prob- 
ably will be wise for us carefully to 
make plans so that we shall not return 
to a condition of deplorable unem- 
ployment similar to that of the late 
‘30's. The specific actions called for 
in this area are not obvious by any 
means, for the whole problem needs 
more attention than it has received in 
the past few years. I make no pre- 
tense of being able to give you a sure 
cure, but the following seem to me to 
belong on any list. 


(1) Relax Security Market Restraints 

We should plan to make full use of the 
stimulative potentialities of the securities 
markets. The gap between banked up sur- 
pluses of idle money on the one hand, and 
the use of that money by industry on the 
other hand, should be bridged. This is not 
to suggest that we return to a hectic period 
of security market inflation as in the ’20’s, 
but simply that we use the securities mar- 
kets properly to serve the national interest. 


(2) Plan to Reduce Taxes in Post- 
Armament Phase 


We should plan to make full use of the 
stimulative possibilities of tax reduction. 
We know from what happened in the mid- 
dle '20’s that tax reduction is a powerful 
force for expansion. We know from what 
has happened in the past decade that tax 
increases represent a powerful obstruction 
to industrial expansion. Let us hold taxes 
high in the phase of armament-induced ac- 
tivity, but let us plan to reduce taxes 
promptly when the armament boom is ta- 
pering off. Specifically, I think that we 
should plan to eliminate the excess profits 
levies, to reduce the level of corporate and 
individual income taxes, to reduce the so- 
cial security taxes—which is possible if the 
system is put on a pay-as-you-go basis—and 
to give full or partial tax exemption to the 
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employment of funds in new industries, in 
research, in the development of new prod- 
ucts, and in the exploitation of new mar- 
kets—all these things to be done at the 
first sign that the armament boom is be- 
ginning to taper off. The basic problem is 
to design a tax system which will put a 
premium on business initiative so that busi- 
ness will be able to produce jobs when the 
armament industries are supplying less em- 
ployment. 

(3) Coddle Our Infant Industries 

We should also think in terms of cod- 
dling some of our infant industries so that 
employment opportunities may be afforded 
by their rapid growth. We must be care- 
ful to see that the national interest is well 
served, but might it not be wise to give our 
new industries market protection; that 1s, 
protection from foreign dumping, or from 
unfair foreign competition—or even, if 
necessary, to subsidize them? In the past 
our people have demonstrated amazing in- 
genuity in invention, aggressiveness in de- 
veloping new products and skill in open- 
ing up new markets; it will be a mistake 
not to see to it that full use is made of such 
capacities in providing new employment- 
stimulating industries. 

(4) Stabilize Labor-Business Relation- 
ships 

Finally, it would seem prudent for us 
carefully to rechart the field of labor-busi- 
1ess relationships so that in the post-arma- 
ment phase we will inherit no situation in 
which strikes will cause needless stoppages 
of production. 

In suggesting policy changes in these 
three areas, namely, in fiscal affairs, in 
monetary policies and in Government- 
business relationships, 1 want to make 
it clear that I advocate no change 
which would delay or obstruct our ar- 
mament program. If it were a choice 
between arming and following the pro- 
gram outlined here, I would unhesi- 
tatingly choose armament. But I feel 
strongly that we face no such choice 
today, for none of the actions contem- 
plated should interfere in any way with 
full use of our resources in the arma- 
ment effort. 


THE NEED FOR APPLYING 
GOVERNMENT RESTRAINTS EARLY IN 
THE Boom PERIOD 


Objection to the program that I have 
outlined may be raised by some who 
recall that shortly after the Govern- 
ment took restrictive actions in 
1936-37, business declined sharply. 
Then the monetary authorities took ac- 
tions which had the effect of reducing 
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bank excess reserves sharply, and de- 
posit expansion was curtailed in part 
because the Government ceased to bor- 
row large amounts of funds from the 
banks. But the fact generally over- 
looked is that severely restrictive action 
was taken only after boom conditions 
had developed, after prices of many 
commodities had advanced no less than 
40 per cent., after the stock market 
had reached relatively high levels, and 
after industry had placed orders which 
were so largely in excess of current 
consumption that inventories were sure 
soon to reach a level from which cur- 
tailment would be necessary. The Gov- 
ernment’s action in that episode was 
late—so late in fact that when the 
brakes were applied they had to be 
jammed on vigorously, with the result 
that business experienced one of the 
sharpest declines in production of 
which we have record. 

The plea I want to make here is that 
consideration be given to the applica- 
tion of the brakes early rather than 
late in the armament phase so that a 
dangerous boom condition will not be 
permitted to develop and the brakes 
can be released and Government stimu- 
lation applied vigorously if necessary, 
when the armament industries begin to 
release their employees for lack of or- 
ders. We simply must not let the whole 
problem go by default, for if we let 
the stimulative forces now present in 
our system continue without restraint, 
we shall perhaps pay a double penalty ; 
of speculative excess in the armament 
phase and of severe depression in the 
post-armament period. 


THE DANGERS OF INACTION 


This nation has taken a lot of pun- 
ishment in the past quarter century. 
First there was the war period ending 
in an inflation of commodity prices. 
Then, after the deflation, there was 
the post-war period of excesses in the 
financial markets, in foreign lending, 
and in certain types of construction. 
And then came the °30’s, ushered in 
with a disastrous deflation which was 
followed by an unsuccessful effort to 
solve the problem of unemployment. 
Now in the '40’s we find ourselves in 
a dangerous world, with no alternative 
but to rearm as quickly as we can. 








Our economic organization is tough; 
it seems to be a glutton for punish. 
ment. But can we afford to take the 
risk that it will survive another de. 
pression before it first has experienced 
a period of prosperity in which te. 
serves of strength can be accumulated? 
Dare we assume that the Government 
debt can rise year after year without in 
the end endangering the Government's 
credit? Dare we assume that infl. 
tionary policies can be followed year 
after year without ultimately bringing 
financial ruin? Dare we assume that 
our democracy, strong as it is, can sur- 
vive permanent unemployment for mil. 
lions of people willing and able to 
work? And dare we assume that, no 
matter how strong our military de. 
fenses, we shall be able to fend off the 
insidious propaganda for the adoption 
of foreign and undesirable forms of 
government, if we are unable to solve 
the paradox of idle men, idle money, 
and idle machinery? In the decade 
ahead this nation cannot afford to be 
week in defense, inefficient economi- 
cally, or without reserves of financial 
strength. And this will be true whether 
we have to defend ourselves against 
outside aggressors using military or 
economic weapons or against internal 
disintegration. 

The problems we face are difficult, 
but they are possible of solution. There 
is hope because our economic future 
depends primarily on the intelligence 
and statesmanship and common sense 
which we apply to our economic and 
political problems. We are not, 4 
some would have you believe, flounder: 
ing in a world which shapes our des- 
tiny; the destiny of the United States 
depends on our own actions—let 10 
one tell you otherwise. There is some 
thing very impressive in the inherentl’ 
realistic way in which we have ap 
proached our economic, political and 
social problems in the past. We cat 
have a strong, vigorous, and progres 
sive economy again but only if we tf 
store the conditions which make fo: 
expansion in a system of private enter 
prise. I am optimistic enough to bk 
lieve that the American people will not 
for long deny its business life tht 
vigor, strength, and vitality characteris 
tic of the people themselves. 
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What Business Can Do about Tax 
Barriers to Interstate Sales 


We Americans are a strange peo- 
ple. Partially as a result of that fact, 
we are in the kind of a predicament 
we are in now in regard to selling 
across state lines. 

Let me explain what I mean, and 
let me hasten to add that I thank 
God for our strange characteristics. 
If it were not for them we might 
well be in a far worse predicament 
than we now are—a predicament in 
which peoples all over the world now 
find themselves, and one which 
makes what we consider to be our 
troubles seem very petty indeed. 

Because we are such a strange peo- 
ple we are one of the very few who 
can hold a meeting of this sort; a 
meeting at which we shall scrutinize 
carefully and analyze the workings of 
our government, at which even such 
anonentity as I may freely criticize— 
as I shall to some extent—those in 
high places; a meeting at which the 
representatives of industry will dis- 
cuss with an able, eloquent, and dis- 
tinguished leader of labor the prob- 
lems which are of interest to all 
America; in short, a free meeting 
which can not but have some effect 
on the destiny of this country. 

No small part of our freedom is 
due to our dual government, the di- 
vision of powers between our states 
and our national government. We 
fecognize these as safeguards. We 
are prepared to fight for their pres- 
ervation, and we know that they will 
be preserved against any attempt to 
change our system of government. 

But these things we covet, and 
have, and will fight for are respon- 
sible for many of the troubles which 
now beset us, a few of which I intend 
to discuss. That is why I say we are 
i strange people—we are willing to 
‘ace and solve great problems created 
by our systems, rather than to even 
‘onsider changing the system which 
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we know guarantees the really im- 
portant things. 


COMPETING SPHERES 


Our history from the earliest times 
could be written in terms of the dis- 
agreement in the minds of honest 
and patriotic men as to the respective 
proper spheres of the Federal and 
state governments. Never has the sit- 
uation been more confusing than it 
now is, never have the problems been 
more complex, the future more un- 
certain. Never, in short, have the 
problems of America been so compli- 
cated by the apparently conflicting 
growth of the spheres of both Fed- 
eral and state governments! 

On the one hand, we see the as- 
sumption of power by the federal 
government in new fields. On the 
other, we see the growing powers of 
the states able to hinder and limit 
carrying on business on a national 
scale. 

We try to reconcile these two in- 
consistent developments by playing 
with words, by subtle shadings in 
meanings, by shifts in emphasis, by 
downright changes in definitions. 
Specifically, we play with the term 
“interstate commerce.” 

But, in spite of this attempt at re- 
conciliation, the plain fact is that the 
two spheres are ever swelling, and 


that soon their perimeters must meet, 
and they must meet with a clash in 
some places. Let me illustrate. Please 
do not think that in so doing I am 
attempting to pass judgment on the 
social or economic wisdom or folly 
of the matters I mention. This would 
not be the occasion for that, even if 
I were able and willing to undertake 
it. I simply state a fact. And the 
fact is that there is real conflict—al- 
though I recognize as well as anyone 
the technical distinctions between the 
two cases—between the concept that 
the labor of a steel worker in Pitts- 
burgh, or of an electrical worker in 
New York City is part of interstate 
commerce, while the delivery of coal 
in New York, after shipment from 
Pennsylvania through New Jersey, is 
not. 

I am presuming to talk along these 
lines because I believe that some- 
thing should—and can—be done 
about this before American business 
is crushed to bits by the impending 
conflict. 

Only recently have we begun to 
hear the cry of protest against inter- 
state trade barriers—and only re- 
cently have we begun to survey those 
barriers. Strangely—and  unfortu- 
nately—those cries have been from, 
and the surveys made by, not the 
business man—who is blocked by the 
barriers, but largely by semi-official 





great confusion. 





c)* of the most largely attended sessions of the recent Ninth 
Annual Meeting of The Controllers Institute of America 
was the luncheon meeting on the subject, ‘Selling Across State 
Lines,’” which was addressed by Mr. Cyrus B. King, editor of 
publications of Prentice-Hall, Inc. What Mr. King had to say 
threw much light on the present situation, which is marked by 


Mr. King is a graduate of the University of California, and is 
a member of the bar of that state. 


—THE EDITOR 
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bodies, bodies representative of the 
very governments which are creating 
the barriers—the Council of State 
Governments, the Temporary Na- 
tional Economic Committee, even, if 
you please, the W.P.A.! 

When I was first invited to speak 
here I intended to picture some of 
the barriers which have been erected 
against selling across state lines, and 
possibly to explore some of the 
cracks and crevices in those barriers 
—to deal largely with specific laws, 
what they mean, and perhaps, what 
they do not mean. But then it seemed 
that, in line with the tone of this 
whole meeting, it would be better if 
I should attempt to suggest the 
larger, and more fundamental prob- 
lem, and to give maybe a few ex- 
amples of what we are confronted 
with. 


SHOULD SEEK UNIFORMITY 


The fundamental problem, and a 
clue to the solution, can, I think be 
stated very simply. It is this: While 
I do not for one moment suggest 
that the states of this union should 
surrender a single one of their pow- 
ers, I do not see either why any of 
them should be whimsical about ex- 
ercising those powers. Because a state 
has the right to levy a tax, or pre- 
scribe a label for a food, there is no 
reason why her legislators should lick 
their respective chops, and say “Ah, 
we have the power. We shall use it, 
and we shall make our law different 
from every other law. We will show 
them.” 

Because, to my mind, the worst 
barriers to free selling between the 
states are not those things which are 
generally considered -barriers—that 
is, laws which operate to the disad- 
vantage of persons or products from 
out of a state and to the advantage of 
local residents or products—but 


rather, the conflicts, the lack of unt- 
formity, the endless variations in the 
wording, meaning, and interpreta- 
tion of laws and regulations. These 
constitute the real burdens, the most 
expensive checks to selling across 
state lines. 





Let me illustrate by reference to 
some problems having to do with 
state sales and use taxes. Similar 
problems arise under many other 
types of laws, but these furnish ex- 
cellent examples. And, besides, I be- 
lieve that is what I am supposed to 
talk about anyway. 

In the first place, you could start 
an excellent argument on the very 
question ‘What constitutes a sales 
tax?’ I have not time to go into that 
now, and little would be gained by 
it. A definition would be impossible. 
But I am going to use some figures, 
and, to make it clear what I am talk- 
ing about, I shall say that I am talk- 
ing about the 21 taxes in Alabama, 
Arkansas, California, Colorado, II- 
linois, Iowa, Kansas, Louisiana, M.chi- 
gan, Mississippi, Missouri, New Mex- 
ico, New York City, North Carolina, 
North Dakota, Ohio, Oklahoma, South 
Dakota, Utah, Washington, and Wy- 
oming. That is rather arbitrary—par- 
ticularly the omission of the gross in- 
come taxes in Indiana and Arizona 
—but it will give us a basis to work 
on, and you have to draw the line 
somewhere. 

We have heard so much about 
these problems that we sometimes 
forget how new they are, and conse- 
quently do not realize why there are 
so many unanswered and unanswer- 
able questions, why there is so much 
to be done. 


WHaT Courts HAVE RULED 


Only two and one half years ago 
the United States Supreme Court 
held, in Henneford v. Silas Mason 
Co., that a use tax may be imposed 
on goods after shipment in interstate 
commerce. Less than two years ago 
the Court, in The Felt & Tarrant 
case, sustained the right of a state, 
under certain circumstances, to com- 
pel an out-of-state seller to collect a 
use tax. 

Less than a year ago, the Supreme 
Court, in the Graybar case and the 
Berwind-White and related cases, 
held that, under some statutes, a sales 
tax may be imposed on goods 
shipped in interstate commerce, even 








when the contract is completed out. 
side the taxing state and even when 
the sales contract requires delivery 
from outside that state. 

These decisions, and particularly 
the last two, were taken by state tax 
administrators as a green light to go 
ahead and tax almost all interstate 
sales. The fact that a statute may 
differ a great deal from the New 
York City law considered in the 
Berwind case has meant little to of. 
ficials. There are good reasons to be- 
lieve—reasons which I tried to point 
out at a meeting here last spring and 
more recently before the New Eng- 
land Control—that this decision js 
by no means applicable to all statutes 
and all situations, and that there 
should be vigorous protests against 
payment of some of the taxes accord- 
ing to the interpretations of many 
state officials. 

Be that as it may, the result of the 
decisions, combined with the official 
attitude, has been to subject many of 
you to dozens of new taxes, to the 
possibility of more, and to confusion 
caused by variations in the statutes 
and regulations and conflicts in the 
interpretations. 

Let me illustrate—first, as to the 
statutes themselves. Of the twenty- 
one statutes mentioned, you will find 
important variations as to the most 
vital points. 

Three of them are not supple- 
mented by use or other compensating 
taxes. And the eighteen compensat- 
ing taxes, by the way, differ from 
each other as much as do the sales 
taxes. 


LICENSING OF SELLER REQUIRED 


All but two of them require reg: 
istration or licensing of a seller, and 
there is the widest possible variation 
as to licensing provisions, duration 
of licenses, fees, and other requite- 
ments. 

Five states make no provision by 
statute or regulation for resale cer 
tificates. ; 

Of these jurisdictions, nine requite 
monthly reports; five require monthly 
and annual reports; two require them 








every | 
and on 
Figh 
not co’ 
arrange 
traded- 
exempt 
in eigh 
for inst 
ably be 
separate 
items a 
books ; 
Thess 
points ¢ 
result i: 
eXCeSSIV 
sibility 
ance, yC 
and reg 
state aln 
a transac 
And 
wish to 
them to 
your tra 
ticular s 
mine wh 
ute come 
the deci: 
interstate 
So mu 
Now as 
terstate 
Since 
idminist. 
Kansas, | 
Dakota, 
imended 
dosedly t 
Isay “'suj 
vinced t] 
they hav 
0n, Or, 
sought to 
| would 








the new | 
x5, Sout 
tty to po 
Ministrate 
statutes, 
Berwind ( 
tis of lit 
cept in ] 
states me 
well as sa 
But the 





id 
on 
on 
re 









every two months; four, quarterly; 
ind one semi-annually. 

Eight of these laws probably do 
not cover rental or “‘license to use” 
yrangements; six exempt sales of 
taded-in property in most cases; two 
exempt sale of repossessed property; 
in eighteen of them labor charges 
for installation and repairs can prob- 
ibly be exempted, at least if billed 
separately from sales and if the two 
items are shown separately on the 
books; and so on. 

These are just a very few of the 
points on which the laws vary. The 
result is that, to avoid payment of 
excessive taxes and to avoid the pos- 
ibility of penalty for non-compli- 
ance, you must consult the statutes 
ind regulations of the appropriate 
state almost every time you enter into 
a transaction. 

And that is one of the morals I 
wish to draw—read your laws. Read 
them to determine whether or not 
your transaction is covered by a par- 
tiular statute. Read them to deter- 
mine whether or not a particular stat- 
ute comes within the scope of one of 
the decisions permitting taxation of 
interstate sales. 

So much for the laws themselves. 
Now as to their applicability to in- 
terstate sales. 

Since the Berwind decision, the 
administrative officials of Illinois, 
Kansas, Michigan, Oklahoma, South 
Dakota, Utah, and Washington have 
mended their regulations, sup- 
dosedly to conform to that decision. 
|say supposedly” because I am con- 
vinced that, in some cases at least, 
they have misinterpreted the deci- 
ion, or, rather, have deliberately 
‘ought to exaggerate its implications. 
| would particularly like to discuss 
the new regulations in Illinois, Kan- 
xs, South Dakota, and Utah—and 
ty to point out why I think the ad- 
ninistrators have gone beyond the 
atutes, and why the rules of the 
Berwind case are not applicable. But 
‘is of little importance, anyway, ex- 
‘pt in Illinois, because the other 
states mentioned have use taxes as 
well as sales taxes. 

But there is not time for such dis- 
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cussion here. I want to continue to 
illustrate the lack of uniformity by 
quoting from the Michigan regula- 
tion, and comparing it with another. 
Part of the former is as follows: 


“The Sales Tax Act does not apply to 
sales of tangible personal property pur- 
chased outside the State when such prop- 
erty is sold to comply with the pur- 
chaser’s plans and specifications, and is 
suited and usable only for the specific 
purpose of the purchaser, however, when 
such property is shipped or otherwise 
brought into the State it is taxable under 
the Use Tax Act, except as mentioned in 
Section 4 of that Act. Where tangible 
personal property which is not designed 
specifically for or by the purchaser, is 
sold by a person in the State to a pur- 
chaser in the State for consumption or 
use in the State, such sales are subject to 
the sales tax; the form or language of 
the sellers or purchasers orders or con- 
tracts cannot affect the case, since it is not 
within the power of the parties by the 
form of their contract to convert a local 
business which is taxable under the Sales 
Tax Act, into an interstate business which 
is taxable under the Use Tax Act. It is 
immaterial whether or not the seller actu- 
ally owns such property or whether he is 
representing a principal.” 


ADMINISTRATIVE FIAT 


The exception in the case of goods 
made to specification is not based on 
any provision of the statute. It is 
purely an administrative fiat. 

Now—to emphasize the necessity 
of close scrutiny of the regulations 
because of the differences between 
them, compare this with one of the 
newest, the Oklahoma regulation, 
which reads: 


“[§ 21,400] Supp. Reg. No. 1. Inter- 
state sales [See also 9 21,254].—When 
tangible personal property is purchased 
for any purchase other than for resale in 
this state and (1) the seller engages in 
any business activity in this state and (2) 
delivery is made in this state, such sale 
is subject to the sales tax. Such sale is 
taxable regardless of the fact that the 
purchaser’s order may specify that the 
goods are to be manufactured or pro- 
cured by the seller at a specified point 
outside this state and shipped directly to 
the purchaser from the point of origin. 

“If the conditions above are met it is 
immaterial (1) that the contract of sale 
is closed by acceptance outside the state 
(2) that the contract is made before the 
property is brought into the state. 

“The seller ‘engages in any business 
activity’ in this state (1) when he main- 
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tains an established place of business in 
this state from which sales and delivery 
of tangible personal property are made: 
(2) when he solicits, or employs agents 
or solicitors to accept orders for tangible 
personal property to be delivered to the 
purchaser in this state. 

“Delivery is held to have taken place 
in this state (1) when physical possession 
of the tangible personal property is ac- 
tually transferred to the buyer within this 
state, or (2) if the tangible personal prop- 
erty is placed in the mails or on board 
a carrier (FOB or otherwise) and directed 
to the buyer in this state, who obtains 
physical possession of the property upon 
arrival here.” 


There are several things which are 
questionable about this regulation, 
but there is not time to go into them 
here. For instance, there may be 
grave doubts as to the part about 
solicitation in the state without an 
office. Remember that situation was 
not passed on by the Court in the 
Berwind case or those related to it. 

And now let me read just a part of 
another regulation, that of Utah. So 
far the states have been fairly con- 
sistent in not trying to tax sales made 
for shipment out of the state. But 
the Utah regulation provides: 


“(b) The fact that commodities pur- 
chased in Utah are transported beyond 
its boundaries is not enough to constitute 
the transaction an exempt sale because 
of interstate commerce. On sales involv- 
ing shipments going out of this State, in- 
terstate commerce wil! not be recognized 
as establishing an exemption unless the 
following three requirements are met: 

“1. The transaction must involve ac- 
tual and physical movement of the prop- 
erty sold across the state line. 

“2. Such movement must be an essen- 
tial and not an incidental part of the sale. 

“3, The vendor must be obligated by 
the express or unavoidable implied terms 
of the sale or contract to sell, to make a 
physical delivery of the property which 
forms the subject matter of the transac- 
tion, across a state boundary line to the 
purchaser, and must actually make such 
delivery.” 


In explanation of this provision, 
the Utah Commission has issued the 
following rather ridiculous example: 


“Example No. 6 

“A purchaser enters a general merchan- 
dise store located in Utah and selects a 
dress from the stock on hand. After se- 
lecting the dress the purchaser requests 
the same to be charged to her account 
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and also requests that the store deliver 
the dress to her home in Boise, Idaho. 
This transaction is—TAXABLE. 

“Reason: The delivery of merchandise 
by the vendor, after selection thereof by 
the purchaser in person, or by agent, at 
the store or place of business of the 
vendor is purely a service of convenience 
to the customer and not an essential ele- 
ment in the sale of the merchandise. Con- 
sequently, all retail sales of an ‘“‘Over- 
the-Counter” nature are deemed to be 
taxable. 

“If in the above case the purchaser had 
explained to the clerk in the store that 
she was a resident of Boise, Idaho, and 
that she would purchase the dress pro- 
viding the store would ship the same to 
her home at Boise and the clerk agreed 
to this arrangement, then the transaction 
would be considered as interstate com- 
merce and not taxable. Here the inter- 
state movement of the merchandise be- 
comes an essential part of the contract of 
sale. Vendors making sales of this na- 
ture and claiming exemption from tax 
must have evidence to show that the con- 
tract of sale required shipment in inter- 
state commerce and such evidence should 
be in the form of a written certificate and 
should be retained by the vendor in the 
same manner as other records, otherwise, 
the presumption that the sale is taxable 
will prevail.” 


MIGHT TAX OUTGOING SALES 


This leads to another point and an- 
other fine example of the necessity of 
doing something about the present 
situation. I have said that the states 
are not generally taxing outgoing in- 
terstate sales. But there does not 
honestly seem to be any reason why, 
under some statutes, it should not be 
done. Remember that the Court in 
the Berwind case laid great stress on 
the fact that the New York law made 
delivery the taxable local event. Sim- 
ilarly, many laws make the passing 
of title, as well as delivery, the tax- 
able local event. 

It might well be argued that in a 
state having such a statute a tax 
might be imposed where title is 
passed in the seller's state, but goods 
delivered in the buyer’s. Indeed Mr. 
Chief Justice Hughes, in his fine dis- 
sent in the Berwind case, pointed out 
exactly this fact. 

And so we run into the possibility 
that two states might tax the same 
sale—-and then we would certainly 
have a discrimination against inter- 
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state commerce about which the Su- 
preme Court would have to do some- 
thing. 

The Court has already recognized 
the problem, but unfortunately has 
given us little indication of what it 
will do when the question is squarely 
presented. 

In Adams v. Storen, the Court 
held unconstitutional the application 
of the Indiana gross income tax to 
the unallocated receipts from inter- 
state commerce. In so doing it said: 


“The vice of the statute as applied to 
receipts from interstate sales is that the 
tax includes in its measure, without ap- 
portionment, receipts derived from activi- 
ties in interstate commerce; and that the 
exaction is of such a character that if 
lawful it may in substance be laid to the 
fullest extent by states in which the goods 
are sold as well as those in which they 
are manufactured. Interstate commerce 
would thus be subjected to the risk of a 
double tax burden to which intrastate 
commerce is not exposed, and which the 
commerce clause forbids. We have re- 
peatedly held that such a tax is a regula- 
tion of, and a burden upon, interstate 
commerce prohibited by Article I, Sec- 
tion 8 of the Constitution.” 


The same principle was recognized 
in the Western Live Stock case. 
There the Court sustained a New 
Mexico tax on income received from 
out-of-state advertisers in a magazine 
circulated in interstate commerce. 
The Court said: 


“The tax is not one which in form or 
substance can be repeated by other states 
in such manner as to lay an added bur- 
den on the interstate distribution of the 
magazine. As already noted, receipts from 
subscriptions are not included in the 
measure of the tax. It is not measured 
by the extent of the circulation of the 
magazine interstate. All the events upon 
which the tax is conditioned—the prepa- 
ration, printing and publication of the 
advertising matter, and the receipt of the 
sums paid for it—occur in New Mexico 
and not elsewhere. All are beyond any 
control and taxing power which, without 
the commerce clause, those states could 
exert through its dominion over the dis- 
tribution of the magazine or its sub- 
scribers. The dangers which may ensue 
from the imposition of a tax measured 
by gross receipts derived directly from 
interstate commerce are absent.” 


And the Seventh Circuit Court in 
the Globe Varnish case, holding that 





the Illinois tax was not applicable to 
a shipment to Wisconsin when it 
found that neither title nor posses. 
sion passed in Illinois, said: 


“It is further contended by appellant 
that state taxation directly placed on in. 
terstate commerce is not of itself invalid, 
unless it is capable of being imposed by 
every state through which the shipment 
passes. This may be true. However, as 
Wisconsin has the right to levy a com- 
pensating use tax on property such as here 
involved, Illinois, aside from the exemp- 
tion, cannot validly levy a privilege tax 
measured by the proceeds of the sale, as 
this would result in two taxes upon an 
interstate sale, while a local sale would be 
subject to only one.” 


So far so good, but what does it 
mean? To constitute a “risk” of 
double taxation, must there be an ex- 
isting statute, or is the inherent 
power of a state to tax sufficient. 
These questions must some day be 
answered. 

Time is getting short, and I must 
be getting on. I will raise only one 
or two more points before I con- 
clude. 


PROBLEM AS TO MULTIPLE 
TAXATION 


Consider the variations in the use 
tax statutes. To mention only two 
very important matters: Some states 
allow a credit against, or exemption 
from, a use tax only if a sales tax has 
been paid to the taxing state—a fact 
which will some day present a fine 
problem as to multiple taxation, 4 
problem which the Supreme Coutt 
has expressly refused to rule on until 
it is raised directly. On the other 
hand, other states allow a credit for 
sales tax paid to any state. 

Another illustration: Some states 
do not require the seller to collect 
the use tax; others require it only 
when he maintains a sales office 
within the state; still others attempt 
to compel collection by the seller 
through his sales agents, whether oF 
not he maintains such an office. In- 
cidentally, this last type of requitt: 
ment should be tested some day. It's 
clearly beyond the sanction of the 
Felt and Tarrant Case. 
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I could, if I were permitted, go on 
10 cite scores of similar facts—not 
oily in relation to sales and use tax 
laws, but also as to many other types 
of laws which you must face when 
you do an interstate business—food 
ind drug laws, requirements for reg- 
istration of motor vehicles, commod- 
ity registration laws, and many, many 
other types. It is these laws which 
intolerably burden interstate com- 
merce, not necessarily because compli- 
ance itself is burdensome, but because 
of the eccentricities of individual laws, 
the necessity of studying in detail so 
many different laws. 


BUSINESS SHOULD DEMAND 
UNIFORMITY 


There is a solution. It involves 
hard, heart-breaking work. But it can 
be accomplished by you, and groups 
ike yours throughout the country. 
let the American business man, 
singly, and in chorus with his fel- 
lows, through his associations and 
organizations, demand more uniform- 
ty in laws. We have been bossed by 
kgislatures so long that we forget 
that we have power, power which 
an be exercised through the ballot. 

I repeat what I said in the begin- 
aing. I do not want to take one iota 
‘rom the power of the states. I want 
my state legislature to determine 
whether or not a sales tax is for the 
dest interest of my state. I do not 
vant a national legislature to make 
that determination. But once having 
ictermined the necessity of such a 
aw, is there any reason in the world 
why it should not adopt a law which 
nas been worked out by experts for 
ill states, and thus achieve uniform- 
ty with other states? And thus re- 
lieve the business man of a tremen- 
ious part of the burden he has today; 
‘tus remove the real barriers to in- 
letstate commerce! 

You all know of the tremendous 
tides which have been made by the 
American Bar Association’s sponored 
Conference on Uniform laws in cer- 
‘ain fields of law—partnership, sales, 
‘ust receipts, and others. Why 
“old this not be extended? 
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FEDERAL SALES TAX AN 
ALTERNATIVE 


There is an alternative, particularly 
in the field of sales taxes. It is already 
being discussed, and it would be a 
means of achieving uniformity—a fed- 
eral sales tax on interstate commerce. 
There can be little doubt that Congress 
has the power to enact such a law and 
thus preclude state taxation of inter- 
state sales. Whether or not you con- 
sider it desirable will depend on your 
political philosophy. But, whatever 
you think, it must be evident that it 
would have advantages over the pres- 
ent confused, tangled, muddled mess. 

Let me close by summarizing my 
recommendations: 

First, try to achieve uniformity. 

Secondly, until there is such uni- 
formity, study and analyze every word 
of every law and regulation to deter- 
mine whether or not it is being prop- 
erly applied in your case; and, 
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Thirdly, protest vigorously, and 
wherever it is warranted, fight through 
the courts every attempt by a state ad- 
ministrative authority to go beyond the 
limits imposed by a statute or by what- 
ever is left of the Constitution. 


“CORPORATE TAXATION AND PRO- 
CEDURE IN PENNSYLVANIA,” by 
Leighton P. Stradley and I. H. Krekstein. 
Chicago and New York: Commerce Clear- 
ing House, Inc. 480 pages. $10. 

The Pennsylvania tax system was radically 
changed by the Legislature in 1935 to meet 
the need for increased state revenue. In 
this new book the authors give effect to 
these changes. They bring out the origin, 
development, and current status of domestic 
and foreign bonus, capital stock, foreign 
franchise, corporate net income taxes and 
the procedure thereunder. 

Most important, fundamental tax prin- 
ciples and constitutional problems are com- 
mented upon whenever pertinent all 
through the book. The illustrative ex- 
amples of typical problems which are intro- 
duced throughout the book provide further 
help in understanding the application of 
these principles to everyday use. 

Reviewed by HarvEY M. KELLEY. 





solution. 


Do You Know What the 
Controller’s War Problems Are? 


They were appraised in a large Conference of | 
Controllers last January. 

The discussions in that Conference were sum- 
marized in a booklet of 72 pages, of greatvalue now, | 


when so many serious questions are pressing for 


“WAR PROBLEMS OF BUSINESS AS 
THE CONTROLLER SEES THEM” 


Price, $1.25 | 


CONTROLLERS INSTITUTE OF AMERICA | 
OnE East FortTY-SECOND STREET New York City 
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COMMITTEE GIVEN HIGH PRAISE 
T The Institute: 

The Institute’s Committee on Cooperation 
with the Treasury Department certainly did 
an outstanding job in preparing the state- 
ment which was filed on August 14 with the 
Subcommittee of the Ways and Means Com- 
mittee of the House of Representatives. The 
views expressed indicate that a thorough 
study was made of the subject, and as 
Congress already recognizes, this is with- 
out doubt the most involved and compli- 
cated proposed tax bill in many years. 

I was especially impressed with the 
statement regarding consolidated returns. 
Filing of separate returns for income and 
excess profits taxes is bad enough, but if it 
is to be necessary to file separate returns 
on the basis of the proposed excess profits 
tax bill it will involve many days of ex- 
pert study and deliberation, and it is very 
doubtful if any more revenue will be pro- 
duced than a consolidated return would 
yield 

I am heartily in favor of The Institute 
continuing its policy of filing statements 
with the Treasury Department or Congres- 
sional Committees as often as the occasion 
may arise. 

A. T. LEIMBACH, 
Edison Brothers Stores, Inc., 
st. Louis 


COMMITTEE PERFORMED 
WORTHWHILE JOB 


To Mr. F. G. Hamric 


You and your ica have performed 
a mighty worthwhile job i most excel- 
lent manner. Your efforts certainly must 
result in establishing great prestige and 
respect for the Controllers Institute and for 
its Committee on Cooperation with the 
Treasury Department.” 

PAUL URQUHART, 

Aluminum Company of America 
Pittsburgh 


COMPLIMENTS PRESIDENT’S 
REPORT OF ACTIVITIES 
To President O. N. Lindahl: 

Please accept my compliments on your 
Special Message of July 27. It is most com- 
prehensive and exceptionally well written. 

Such reports to the membership most cer- 
tainly will stimulate interest in The Insti- 
tute. 

GLENN, 
rgh Coal Company 


JOHN L. 
Pittsbu 


ACHIEVEMENT TO BE PROUD OF 
To President O. N. Lindahl: 

Your speci 
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I 
names of members who are willing to give 





their time in assisting the Council, you have 
rendered a great service to the country, not 
only in the time of stress, but for all time 
to come. To be more specific, I believe 
that having been invited to assist in an ad- 
visory capacity, our members, in the course 
of their services, will undoubtedly learn a 
great many things about governmental 
methods of procedure that they are presently 
not informed of, and as a result they will 
be in a position to extend their advice to 
include recommendations for revision of 
governmental methods of procedure to make 
them conform more closely to accepted busi- 
ness methods and procedures. In advancing 
this thought I am not unmindful of the 
magnitude of the task but I also realize that 
the revision must be made sooner or later 
if we hope to get the nation back into the 
“black,” and I submit it to you for consider- 
ation as an accomplishment to be achieved. 
DANIEL H. BENDER, 

Associated Bankers Title and 

Mortgage Guaranty Company, 

East Orange, New Jersey 


DESERVE MUCH CREDIT FOR 


“CONTROLLERSHIP” 
To The In stitute: 

The Institute, and those members who 

gave their time and effort in the prepara- 
tion of this book, “Controllership: Its Func- 
tions and Technique,’’ deserve much credit 
for such an excellent accomplishment. There 
has long been a demand for a book of this 
nature. 

From an educational standpoint it should 
prove most helpful, both in our schools 
and colleges, as well as within our own 
organizations, in the training of our juniors 
of today who will be the controllers of to- 
morrow. 

FRANK J. MELEY 
The H. C. Capwell Company, 
Oakland, California 


GRATEFUL FOR BOOK 


“CONTROLLERSHIP” 
e Institut 

This letter appreciatively acknowledges 
receipt of the book entitled ‘‘Controllership: 
Its Functions and Technique’; also, the 
Statement of Controllers Institute on Ex- 
cess-Profits Tax Proposal’’ as prepared by 
The Institute's Committee on cooperation 
with the Treasury Department. 

Mr. Hamrick and his committee are to 
be congratulated on their presentation rela- 
tive to the Excess-Profits Tax legislation 
under deliberation by our law-making 
bodies, particularly so considering the un- 
reasonably brief period during which it 
was necessary for them to study the legisla- 
tion as proposed by the Ways and Means 
Subcommittee. 

In my mind, the crux of the entire situa- 
tion is to so arrange the subject legislation 
that normal corporate earnings be made 
exempt from the Excess-Profits Tax appli- 
cation, regardless of the manner in which 
that objective is achieved 
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The suggestion made by me in this cop. 
nection is based on the premise that ear. 
ings and invested capital are points fo; 
interrelated and simultaneous conse 
in determining an Excess-Profits Tax appli. 
cation; moreover, that proposed meted of f 
tax calculation could probably be appl 
in the instance of each individual Peg 
tion with no more complications than ob- 
tain on the bases now proposed by the Sub- 
committee of the House Ways and Means 
Committee. 

I have perused with a great interest, th 
article written by Mr. Ellsworth C. Alvord 
in the August, 1940, issue of THE Con- 
TROLLER. 

R. E. BRENNAN, 
Portland General Electric Company, 
Portland, Oregon 











APPRECIATES HAVING BOOK 
“CONTROLLERSHIP” 
To the Institute: 

I have just received my copy of the new 
book, ‘“‘Controllership: Its Functions 
Technique,” and am very appreciative in- 
deed of the action of The Institute in send- 
ing this book to its members. While I 
have not had an opportunity to study it 
fully, it appears to be very well prepared 
and to contain a great deal of valuable in 
formation. We think it a fine idea that 
books of this type bearing directly on 
functions of controllership should be pub- 
lished by The Institute, and we hope reg 
as time goes on there will be other publi- 
cations of similar nature. 

W. L. EGGERT, 
Pacific Manifolding Book 
Company, 
Emeryville, California 








ANNUAL MEETING ON HIGH LEVEL 
To The Institute: 

Each year the Annual Meeting of The 
Institute has become progressively m 
outstanding than the one preceding. The 
meeting just concluded was on a high level 
Many of the persons attending were im- 
pressed with the quality of the program anc 
the smooth manner in which it functioned 
Much credit is due the Chairman and the 
members of the Committee who made the 
achievement possible. 

The retiring president has performed 
marvelous job. He has, in his quiet, 51 
cere, efficient and unassuming 
added a dignity to the meetings 
representative of he quality of 
bership. He is » be congratu =a 
the completion - a highly “successful veat 

The work of the committees hs 
outstanding and the work of the 
tee on Taxation is deserving of specia 
mendation. : 

The Institute has earned for itself a 
place in the realm of business 

L. W. JAEGER 
Colonial Optical Compan 
New York City 
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Communications 








EXPRESSES APPRECIATION 
OF ANNUAL MEETING 


for To The In: 





é€ titute: 

] want to express my appreciation of 
The Institute's Ninth Annual Meeting held 
this week. It was, in my opinion, the best 
convention I have ever had the privilege of 












= attending. 

Sub- ] liked: , ; : 

‘wed 1) The scope of questions discussed cov- 
¥ ering the controller's problems on sales 
ga and production planning, taxes and 
fax: economic adjustments required by pres- 
Se ent conditions. 

-ON- ; : 

(2) The high type of speakers, who were 
well qualified to talk on their respec- 
tive subjects and to demand confidence 

¥ in their remarks. 

3) This year’s form of having but one 
session at a time. This enabled one 
to attend every session of the conven- 
tion. 

I congratulate the 1940 Convention Com- 

mittee on their accomplishment. 

pide Cuas. L. BEEMER, 


Wolverine Empire Refining 
Company, New York City 


THINKS MEETING BEST EVER HELD 
The Institute: 
This is to express my appreciation of the 
ent meeting just concluded. In no 
way disparaging the previous meetings, I 
think this the best so far, and, of course, 
u will have a bigger and better one next 
ear—the Tenth Anniversary Meeting. 
illy I am glad that the group con- 
ferences were not held, as not being twins 
ok : triplets I, with others, always had to 
miss some of the things I wanted to hear. 
remarks made to me, and what I 
rd, I am of the opinion every one 






















VEL a ance was well pleased with the 
J. HAROLD SMITH 

The 

more FARAND AWAY BEST CONFERENCE 

The = : 

level ‘ sb Editor: 

. im While I am writing you, may I include a 

1 and w extra bouquets on your recently com- 

oned dled conference? I think it was far and 

1 the re best that I have attended and 


e the ehected a lot of credit on the management. 
ft. H. CONARROE, 

Metropolitan Life Insurance Company 
Policvholders Service Bureau, 
New York City 





CONVENTION PROGRAM 
SETS HIGH MARK 


mas W, Dinlocker: 
ust finished reading the program 
1al Meeting which I received 
, I want to be one of the first 
late you and say that in my 

hardly be improved upon. 
u certainly have gotten together an ex- 
t group of speakers and have chosen 
lost interesting and timely subjects, 















t could 











and I am sure that every management- 
minded controller will feel as I do—that 
he can not afford to miss even one of the 
sessions. 

You have indeed set a standard which I 
am sure future chairmen of the Program 
Committee will have difficulty in main- 
taining, to say nothing of surpassing. 

GEORGE R. RANKIN, 

Artloom Corporation, Philadelphia 


To Thomas W’. Dinlocker: 

This is just a short note to tell you how 
much I enjoyed the splendid program at 
the annual meeting. 

I know the success of the meeting was 
due largely to the time and effort you de- 
voted in arranging such timely subjects. 


W. Brooks GEORGE, 
Larus & Brother Company, Inc. 
Richmond 


To The Institute: 

May I express my appreciation for the 
splendid way in which you and the Com- 
mittee handled the recent annual conven- 
tion. The addresses and discussions were 
most interesting and instructive, and the 
convention kept on the move all of the time. 

L. ¥. Nogr, 
Sullivan Machinery Company 
Michigan City, Indiana 


Social Security Directors Favor 
Benefit Liberalization 


The fourth annual meeting of the Inter- 
state Conference of Employment Security 
Agencies was held at the Mayflower Hotel, 
Washington, D. C., from October 1 to 4. 
One of the most interesting and important 
subjects of the session was the report of 
the Experience Rating Committee, which 
consisted of five representatives from various 
states. 

The report was presented to the Confer- 
ence in three parts. Part 1, the Unanimous 
Report, in which all members of the com- 
mittee were in agreement. Part 2, the Ma- 
jority Report, in which only three members 
of the committee concurred. Part 3, the 
Minority Report, answering the arguments 
presented in the Majority Report against 
Experience Rating. 
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All three reports indicate belief that there 
is a need for benefit liberalization in most 
States. 

The report of the committee was pre- 
sented to the Conference, filed, and the com- 
mittee discharged. 

Another important subject reviewed was 
that of Partial and Part-time Unemploy- 
ment Plans. 


VERL LESTER ELLIOTT 
The New President of The Institute 


Mr. Elliott is a native of Kansas. His 
birthplace was Edna, in that state. He 
began to specialize in accounting and 
business administration early in his school 
career. He was in the Ordnance Depart- 
ment of the Army during The World War 
and worked on several large cost-plus war 
contracts in the vicinity of Wilmington, 


Delaware; Philadelphia, and New York 
City. 
After the war he graduated from 


Wharton School of Accounts and Fi- 
nance, University of Pennsylvania, in 
1921, in which year he became con- 
nected with the Atlantic Refining Com- 
pany. He became controller of that com- 
pany in 1926. 

Mr. Elliott became a member of the 
Controllers Institute of America on June 
25, 1934 and served, two years ago, as 
president of the Philadelphia Control. He 
was first president of the Philadelphia 
Chapter of the National Office Manage- 
ment Association, and is a past National 
Director. 

He has been active in the accounting 
studies in his own industry, being a 
member of the Committee on Uniform 
Methods of Oil Accounting of the Ameri- 
can Petroleum Institute, serving as chair- 
man of that Committee for three years. 
He was a member of the Accounting 
Committee of the Oil Code Authority in 
the NRA days. 

Mr. Elliott was a vice-president of 
The Institute last year and has been a 
member of its National Board of Direc- 
tors for two years. He is a member of 
the Union League, Philadelphia, has 
written a number of magazine articles 
during the past several years, his hobby 
is horseback riding, and he lives on a 
117-acre farm in Paoli, near Valley 
Forge, where he breeds registered Guern- 
sey cattle. 





will make its appearance on October 22. 





PROBLEM BOOK, “ONE HUNDRED QUESTIONS 
AND PROBLEMS ON CONTROLLERSHIP” 


A 44-page booklet, titled as indicated above, by Mr. John H. Mac Donald, 
It is a companion to the book, ‘’Con- 
trollership: Its Functions and Technique.’’ 

While designed for use in universities and other classes, it is believed it will 
be found useful for members of controllers’ staffs. 

It is priced at $1. Published by The Controllers Institute of America. 
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Controllers and Their Institute Stand 


Ready To Serve Government 


Oficers of The Controllers Institute 
: America for 1940-41 were elected 
ienember 24. The list appears else- 
wre. Mr. Verl L. Elliott, controller 
: Atlantic Refining Company, Phila- 
lohia, who was elected President, ad- 
esed the annual meeting at the 
ening of the afternoon general ses- 
n on that day, speaking to an audt- 
e of more than 300 members and 

ts. In accepting the presidency Mr. 


int) catd* 
“ Jala. 


The Controllers Institute of America 
sabout to close its ninth year and en- 
et the tenth year of existence. It ts 
00 longer an infant. It was born in 
versity, the Articles of Incorporation 
ing dated December 31, 1931. When 
tree is planted under adverse condi- 
cons and grows well for a few years, 
he land owner looks at it with admi- 
ation and feels confident that it has a 
ing life ahead. It should also be true 
vith our Institute. 

No one could have attended previ- 
us Annual Meetings and the Board of 
Directors’ Meetings of this Institute 
without feeling a grave responsibility 
a accepting the office of President. 
However, anyone who has attended a 
Directors’ Meeting knows that it is not 
i one-man organization, and it gives 
ne confidence to realize that twenty- 
ne controller-directors can not be 
wong—at least not very often. We 
aust operate our Institute so that the 
‘eparture of one man or a small group 
men will not seriously disturb its 
wefulness and growth. That is the 
ind of organization by which most of 
ut members are employed, and our 
‘loved Institute should be governed 
«cordingly. 

In some respects this Institute is 
‘milar to post graduate work for con- 
‘rollers. Long after we have finished 
ut regular schooling, we can meet, 
otuin new ideas from one another, 
‘ad find out what is going on in the 
cuwiness world. 





By Verl L. Elliott 


Verl L. Elliott 


Having been elected without a cam- 
paign speech, I need make no rash 
promises. I expect and hope that we 
shall continue our steady growth in 
size and ability to render service. Your 
continued cooperation is earnestly re- 
quested. I will do my best. 

During the early years of the life of 
The Institute, the “New Deal’ was 
placed in office and caused many 
abrupt changes in business. More re- 
sponsibility was placed on controllers 
than ever before. Without an organi- 
zation like The Controllers Institute of 
America there would have been much 
more confusion. The Institute has 
served well as a clearing house for 
much information concerning the ma- 
jor laws that have become effective 
since 1933, such as the Security and 
Exchange Acts, Wage and Hour Law, 
Social Security Act, the several Federal 
Revenue Acts, and others. 


INSTITUTE READY TO SERVE COUNTRY 


Our country is now starting a vast 
defense program. 


Some fifteen bil- 
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lions of dollars have been hurriedly 
and recently appropriated to build air- 
planes, mobile army tanks, new fac- 
tories, ships, and munitions. During 
the past several years, the United States 
has been in a long depression with 
eleven to thirteen million people un- 
employed. The European War (some- 
times called World War II) has been 
raging slightly more than a year. A 
Conscription Bill (Draft Act) has just 
been signed by the President, and soon 
some of our boys will be in army 
camps. We are suddenly awakening to 
the fact that instead of having an over- 
supply of labor, factory space, raw ma- 
terials and ships, we are short of these 
items—especially skilled labor. A 
sizeable portion of our membership is 
old enough to remember similar con- 
ditions in 1916 and 1917—just before 
we entered World War I. Many of 
our members were in that war, in vari- 
Ous capacities. The Institute and its 
members stand ready for any needed 
service to our country in the next year. 
We should be able to help our Govern- 
ment avoid some of the mistakes made 
in the last war, especially in our own 
line of endeavor. 

It is realized higher taxes will be 
needed to pay for the defense program. 
Few if any other organizations are in 
a better position to offer practical sug- 
gestions, based on long years of experi- 
ence, in connection with tax laws. 

If you are called on to serve on a 
Committee, I hope you will do so. Of 
course, it takes time for such Com- 
mittee work, but in union there is 
strength, and the reward is worth the 
effort. 

Attending the Annual Meetings and 
getting acquainted with outstanding 
men, who are controllers, inspires con- 
fidence and enthusiasm. These are 
both powerful tools or weapons. 

The average citizen does not realize 
how finely and delicately business is 
adjusted or how easily it may be 
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thrown out of balance. Example: 
When the common labor rate in the 
steel industry in Pittsburgh is raised, it 
is only a few days until the non-union 
oil field worker in the States of Arkan- 
sas and Texas finds an increase in his 
pay check. 

It has been said that people's feel- 
ings rule the world. How well the dic- 
tators and politicians know this, and 
how well do they make use of it. Busi- 
ness (sometimes called capitalism and 
other names), of which every con- 
troller is a part, is on trial today as 
never before. Every controller has a 
duty to explain to his many acquaint- 
ances why it is necessary to have large 
aggregations of capital (or money) 
collected as a unit, usually by a cor- 
poration, to economically mine, trans- 
port, manufacture, and distribute the 
numerous products and services which 
have given the United States of 
America such a high standard of liv- 
ing. We must take the time and make 
it our business to explain to others 
that if free enterprise and the profit 
system are abolished, our standard of 
living will not continue to increase but 
instead will decline. 

Due to the nature of his work the 
controller knows more of the details 
of the company’s business than anyone 
else—at least as far as figures are con- 
cerned. Accordingly he frequently 
finds himself the key man when it be- 
comes necessary to file registration 
statements with the Securities and Ex- 
change Commission, or prepare sta- 
tistics for such bodies as the Temporary 
National Economic Committee (some- 
times called the Monopoly Committee) 
and answer the multitude of question- 
naires which all large companies now 
receive annually. These questionnaires 
range from those received from in- 
nocent college students preparing their 
theses to those received from the De- 
partment of Justice concerning the 
Robinson-Patman Act and the Anti- 
Trust laws. 

Much work is yet to be done by the 
controller in connection with the an- 
nual report. Large numbers of stock- 
holders do not understand it. The re- 
port must be made simpler and more 
understandable to the average stock- 
holder. This is largely the duty of the 
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controller. It is becoming gradually 
recognized that the primary responsi- 
bility for financial information fur- 
nished to stockholders and others is 
that of the management. In this con- 
nection, I should like to quote from an 
address by Commissioner Robert E. 
Healey of the Securities and Exchange 
Commission in Cleveland on May 15, 
1939: 

“But in a broader sense, it can not be 
denied that the controller is the man 
who holds the key to sound corporate 
accounting. It is his system upon 
which adequate corporate reporting 
ultimately rests. The auditor, of course, 
plays a significant role. But he is only 
the periodical check-up man. There 
are several groups at the moment who 
are endeavoring to tighten up the 
standards of auditing practice and we 
have seen in the past few days some 
promising results of these efforts. That 
is essential, as I have indicated. But it 
is only one part of the job. 

“It appears to me that many of us 
have come to overemphasize the im- 
portance of the audit. For many stock- 
holders, investors and others the very 
word, ‘audit,’ has become infested with 
some sort of magic. Audited accounts 
are too easily accepted as correct ac- 
counts. One tends to forget the limi- 
tations upon even an auditor. 

“What we need, it seems to me, is 
a return to the recognition that the 
primary responsibility for proper ac- 
counting rests on the corporate man- 
agement in the person of the control- 
ler. Whether the books are audited 
or not, the stockholder has a right to 
look to the corporation’s own account- 
ing system for an adequate, intelligible 
and honest reporting of its affairs. Un- 
less in its daily bookkeeping the cor- 
poration recognizes a responsibility to 
stockholders and investors, the most 
conscientious audits lose much of their 
meaning.” 

Our members have a right to be 
proud of their membership in the In- 
stitute. It has done much to bring 
about a better understanding of con- 
trollership. The Institute has won rec- 
ognition and respect throughout busi- 
ness circles. We must not rest on our 
laurels, the forward march has just be- 
gua. Thank you. 


NEWLY ELECTED 
OFFICERS 


President 
VERL L. ELLIOTT 
The Atlantic Refining Company, 
Philadelphia. 


Vice-Presidents 
FRANK L., KING 
Continental Illinois National Bank 
& Trust Company of Chicago. 
EDWARD V. MILLS 
Fireman’s Fund Insurance Company, 
San Francisco, California. 
C. ELtis SPENCER 
Crompton & Knowles Loom Works, 
Worcester, Massachusetts. 
WILFORD H. SWINNEY 
West Penn Power Company, Pitts. 
burgh, Pennsylvania. 
H. P. THORNTON 
The White Motor Company, Cleve. 
land. 
Treasurer 
O. W. BREWER 
American Gas 
York City. 


Association, New 


Assistant Treasurer 
L. W. JAEGER 
Colonial Optical Company, 
New York City. 


Secretary Controller 
ARTHUR R. TUCKER 
New York City. 


Directors 

THOMAS W. DINLOCKER 
S K F Industries, Inc., Philadelphia. 

THOMAS L. EvANS 
Weston Electrical Instrument Cor- 
poration, Newark. 

EDMOND S. LAROSE 
Bausch & Lomb Optical Company. 

. Rochester, New York. 

E. G. MICHAELS 
Vick Chemical 
York, New York. 

JOHN C. NAYLOR 
Pet Milk Company, St. Louis. 

Lewis D. PARMELEE 
Atlantic Gulf and West Indies 
Steamship Lines, New York. 

WILForD H. SWINNEY 
West Penn Power Company, Pitts: 
burgh. 


Company, New 


Auditors 
RoBerT MEYER, WILLIAM F. SIGG. 





Baz, the Office Boy, knows that the 
operator of the Model K Electric Comptometer 
adding-calculating machine turns out a 
whopping pile of figure work in a day. 

Bill’s boss knows that this machine is not 
only fast, but amazingly accurate, adaptable, 
and economical. 

The Model K Electric, illustrated below, 
teams up perfectly with modern Comptometer 


STOP! Operating errors due to im- 
perfect manipulation are “stopped 
dead” by the Comptometer’s exclusive 
Controlled-Key safeguard. This and 
other exclusive accuracy safeguards 
help maintain Comptometer’s remark- 
able record of first-time accuracy. 


J o9 ay waaay ume ge 


hoppin’ to keep up with that speedy 


MODEL K ELECTRIC 


COMPTOMETER 


Reg. U. S. Pat. Off. 


methods in achieving ‘“Comptometer Econ- 
omy,” which simply means: More figure work 
handled in less time at lower cost! 

Your local Comptometer representative is 
prepared to analyze your specific figure-work 
problems, and suggest concrete ways of apply- 
ing “Comptometer Economy.” Telephone 
him ... or write to Felt & Tarrant Mfg. Co., 
1734 North Paulina Street, Chicago, Illinois. 


LIGHT TOUCH! Feather-light, balanced 
key-stroke—a factor that helps reduce fa- 
tigue to a minimum and increase operator- 
efficiency—is another reason why both 
the Model K Electric and the new Model 
M “Cushioned-Touch” Comptometer are so 
popular with operators of office equipmert. 





Momentous Year for Controllers, Says 
Retiring President Lindahl 


The Presidential address by Mr. Os- 
car N. Lindahl, who completed a year 
at the head of The Controllers Institute 
of America at the Ninth Annual Meet- 
ing of the organization, September 
23-25, was delivered at the opening of 
the general session Monday afternoon 
to an audience of more than 300 mem- 
bers and guests. The address: 


Members of the Institute and Guests: 

Following a custom which is tradi- 
tional and which I am told should not 
be broken, I herewith report on my 
stewardship for the past year. What 
have we done with last year, in the 
field of controllership? That is a fair 
question, as our ninth year as an In- 
stitute draws to a close. What have we 
done to equip ourselves better so that 
we may be of the utmost usefulness to 
our companies? The answer to that 
question will disclose whether we have 
made good use of our time and oppor- 
tunities during the past year. If the 
reply, based on the record of the year’s 
activities, is in the affirmative; if the 
record of our work indicates that we 
have made good use of our time, have 
directed our thoughts and activities in- 
telligently along lines that will make 
us better controllers, then I think we 
may fairly make an entry in the history 
of The Institute to the effect that we 
have had a successful year. 

Nothing besides self-improvement 
really counts. That is the primary rea- 
son for the existence of The Institute. 
While the record of The Institute's ac- 
tivities during the year may disclose 
widely diversified kinds and a great 
number of undertakings which have 
engaged our attention, I think it will 
be found upon analysis that they have 
all been based on one underlying idea 
—the making of better controllers. 
Everything else which we may hope 
for, everything else which we as a 
class would like to see come to pass, is 
really secondary to that, and dependent 
upon it. 


That is why we have had nearly two 
hundred meetings of our Controls, of 
our national body, and of our regional 
groups during the year. That is why 
we have studied and discussed a great 
number of subjects and problems in 
connection with our activities, and ar- 
rived at what we hope are intelligent 
conclusions. 

That is why we have had govern- 
mental officials, of high degree in 
many instances, consult us about the 
proper interpretation and correct ap- 
plication of new laws and regulations, 
applicable to our work. 


AUTHORITIES IN SPECIAL FIELDS 
ASSIST 


That is why we have had acknowl- 
edged authorities in various special 
fields come to us with the latest 
thought concerning special problems. 

That is why we have published nu- 
merous articles, pamphlets, and a book, 
during the year for the benefit of our 
members. 

That is why we have conferred with 
and acted jointly with other organi- 
zations which have something in com- 
mon with us, touching in some man- 
ner on the work of the controller. 

That is why we have maintained 
close relations with governmental 
agencies and with quasi-public (such 
as the New York Stock Exchange) and 
private agencies. 

That is why we have called on cer- 
tain of our members, connected with 
companies which have made _ note- 
worthy advances in special fields, to 
give us the benefit of the studies which 
they have made. 

That is why we have replied, 
through our Committee on Technical 
Information and Research, to inquiries 
made by individual controllers, on spe- 
cific questions concerning principles 
and procedures. 

That is why we studied, 
through our committees, the details of 


have 


requirements and procedures with re- 
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spect to compliance with various laws, 
existing and proposed. 

That is why we have cooperated 
with committees of Congress by sug. 
gesting provisions to be included in 
laws in the making. 

That is why we have paid particulz: 
attention to the problems of training 
men who hope eventually to become 
controllers, the men in the colleges and 
universities who are undertaking the 
long road of training and experience 
which will lead to assistant controller. 
ships and to controllerships. Our edu- 
cational program is threefold: the bet. 
terment of the equipment of men who 
are mow serving as controllers; the 
training of future controllers; and the 
acquainting of business executives with 
what controllers can do for their man- 
agements and their companies. 


DIRECTION IN WHICH PRrocraM Js 
MOVING 


It would be possible to go on in this 
vein for some time, but I have given 
sufficient details of the program of The 
Institute to indicate the direction in 
which it is moving. 

The work is bearing fruit in the 
form of recognition at the hands of ex- 
ecutives and directors of corporations. 
at the hands of public officials, bankers 
public accountants, and others who 
have a direct interest in the work of 
controllers. 

It is safe to say that practically every 
member of this Institute subscribes to 
the thought that The Institute should 
avoid taking any steps or engaging in 
any work which might be construed 4s 
self-glorification or self-seeking on the 
part of controllers generally, or on the 
part of their organization. That prin: 
ciple has prevailed throughout the nine 
years of existence of The Institute. 

Instead, the controller prefers to be 
known by his works, or perhaps | 
should say his improved works. Man- 


agements are placing a higher value 0” 


(Please turn to page 364) 
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READY IN NOVEMBER 
Robert H. Montgomery’s 1940-41 


Federal Tax Handbook 


I 9th Issue of these Famous Tax Manuals 


for Your Company’s Federal Tax Problems 


income tax, excess-profits taxes, capital stock tax, 
estate tax, gift tax, other federal taxes 


ce gained over a quarter of a century in organizing and pre- 
nting tax information. 


From your point of view, the big, vital advantage the Handbook 
fers can be summed up in a few words—on any tax question, it 


Gives You a Trustworthy Net Answer 


\ leading authority and a staff of legal and accounting specialists 


ve done the work of research for you. They have interpreted the 





I 


g provisions of the law, together with the reams of cases, 


nlings, and decisions that apply, into short, decisive, and consid- 


ecommendations of what to do. 
The things that count in your tax work are all in the Handbook, 


rought to your fingertips by convenient arrangement and indexing 
eveloped through years of experience. Two volumes, 2,000 pages. 


$17.50 


READY IN OCTOBER 


A 6th Edition of this American Standard 


AUDITING 


Theory and Practice 


By Robert H. Montgomery, C.P.A. 


\ complete rewriting to reflect changes and developments of 


te past six years in professional practice of a book which for 
“urty years has been an accepted American standard on auditing. 


\s always, it is the practitioner’s book on what constitutes good 
wunting and auditing practice and procedure; the book that 1s 


ttnually sought and quoted on disputed questions among ac- 
untants and in courts of law. 


10 controllers, treasurers, and others who must use accounts in 


‘ming and guiding business operations, Auditing offers a valu- 


¢ background of the professional accountant’s methods and 


‘wpoint, not merely in making sure that accounts and statements 
tin accord with the best practice, but in weighing performance 








$6.00 


7JITH additional drastic tax legislation to contend with, in- 
cluding an excess-profits tax the like of which we have not 
«en for twenty years, you want, more than ever, the definite inter- 
retative counsel—above and beyond your references to rulings, 
ulations, and decisions—which is the distinctive characteristic 
i Montgomery's FEpERAL TAx HANDBOOKS: 

In this 1940-41 book you have concentrated counsel and experi- 


Here — Books Every Controller Will Want 








The Analysis and Control of 
Distribution Costs 


By J. Brooks Heckert, C.P.A. 


ERE at last are the twin tools of modern management— 
analysis and control—applied to show you what to do, where 
to act, to get sales costs down and keep them down. 

Ready for use—a definite plan of attack covering actual steps 
required—houw to analyze your sales situation and find out where 
troubles are; how to set up controls by which to check results, 
hold to standards, direct sales efforts for greatest profits. Jn one 
place—analytical methods and control procedures which are being 
used, in companies of all types and in all lines, to effect savings 
and improve performance. 

ANALYSIS—by Territories; by Commodities; by Channels of Dis- 

tribution and Methods of Sale; by Customers; by Size of Orders; by 

Organization and Operating Divisions. Other Analyses. Distribution 

Cost Standards and Control. Methods of Analysis. 

CONTROL—of Direct Selling Expense; of Transportation Expense; 

of Warehouse and Handling Expense; of Credit and Collection 

Expense; of Financial and General Distribution Expense. Distribution 

Cost Budget. Accounting for Distribution Costs. Government Reg- 

ulation. 

You can use Heckert’s book as a reliable guide for a systematic 
cost check-up of all selling and related activities under your con- 
trol; as a guide in having improvements made in your distribution 
cost methods, so that you can have the kind of cost reports which 
are so vital in times like these when basic factors may be upset 


overnight. $5.00 


Accounting Requirements of 
The Securities and 
Exchange Commission 


By B. Bernard Greidinger, Ph.D., C.P.A. 
A comprehensive coordinated presentation of the Commission’s 
accounting requirements for the preparation of financial state- 
ments; supported by analyses of cases from Commission's public 


files. Includes Regulation S-X. $6.00 


SEND FOR THESE OUTSTANDING VOLUMES 
USE ORDER FORM BELOW 
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Momentous Year for Controllers 
(Continued from page 362) 
controllers and on their accomplish- 
ments, because those accomplishments 
are markedly better than in previous 
years. When a management discovers 
that its controller is in a position to be 
helpful in determining company polli- 
cies, it is not slow to admit him to the 
inner circle and to give '.m greater 
authority than ever. Thai discovery will 
come on the part of management when 
the controller, because of his improved 
equipment, prepares better and more 
timely reports, makes clearer analyses, 
provides better interpretations of what 
has been done, provides clearer fore- 
casts of what may be done and what 
the effects on a business will be of any 
proposed line of action, of any new 
economic development, or law, or set 
of conditions, which must be quickly 
and accurately foreseen and appraised 
in the light of the company’s policies. 

The controller's standing in his com- 
pany and his relations with other ofh- 
cers, the directors, and stockholders, 
will quickly be adjusted and improved 
as a result of his own efforts, his sound 
thinking, his strengthened confidence. 
That is the theory on which The In- 
stitute is proceeding. The organiza- 
tion’s helpfulness to its members has 
grown by leaps and bounds as its ef- 
forts to make it possible for a control- 
ler to help himself, have expanded 
and multiplied. 


PUBLISHED BOOK, 
‘““CONTROLLERSHIP”’ 


It was with that thought in mind 
that The Institute authorized publica- 
tion of the book, “Controllership: Its 
Functions and Technique,” a copy of 
which was mailed to each member of 
The Institute on August 30. This was 
a big undertaking for The Institute, 
and I think is deserving of special 
mention in this message. A great deal 
of material had been developed by The 
Institute through its studies and the 
work of its committees. It had been 
published piecemeal over several years 
in “The Controller,” our monthly mag- 
azine, and in other publications issued 
from time to time by The Institute. It 
was felt that effective presentation of 
this material, bearing on the work of 
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the controller, between the covers of 
one publication, would be useful not 
only to controllers themselves but to 
the business public, to students, to 
those who make up the curricula of our 
colleges and universities, and to public 
accountants and their staff men. 

Although the book has been out but 
a short time nearly 400 copies have 
been sold to date, and many compli- 
ments concerning it have been received 
by The Institute. A happy suggestion 
was made, in which the Committee in 
charge of preparation and publication 
of the book, as well as myself, 
promptly concurred, that it be dedi- 
cated to the founder of The Institute, 
our able, efficient, and tireless manag- 
ing director, who was responsible in 
a large measure for the development 
of the material included in the book. 

Publication of this work is regarded 
as one of the most noteworthy accom- 
plishments of The Institute during the 
past year. It is but the forerunner, I 
hope, of other more comprehensive 
and detailed works concerning control- 
lership and its functions. 

It should be noted that the publica- 
tion program of The Institute, which 
is one of its most important functions, 
is expanding rapidly. This is particu- 
larly true of the past year, and I hope 
that this expansion will continue. 


DETAILS OF YEAR’S ACTIVITIES 


In July I sent to the members a sum- 
mary of the work done by The Instt- 
tute since I took office last fall. This 
summary should be considered a part 
of this report. It is mot necessary, 
therefore, to review here the record of 
accomplishment, which is further 
amplified by the reports of the com- 
mittee chairmen which were distributed 
to the members in this morning's meet- 
ing. 

I do not want to duplicate what was 
said in that summary, but I do want 
to call to your attention some salient 
points which were not quite covered 
therein and which I think are impor- 
tant to our membership. They are 
these: 

Our finances are in excellent shape. 
We finished the fiscal year ending Au- 
gust 31 with a substantial surplus; we 


had more cash on hand than at the end 
of any previous year. Our budget 
called for 240 applications for mem. 
bership during the year. We received 
239 applications. Of these applicants, 
221 were elected to membership, with 
the result that we had at the end of 
the year 1,401 members, the largest on 
record. All of the applicants elected 
to membership were passed upon by 
our able Committee on Admissions as 
measuring up to the rigid eligibility 
rules of The Institute. 

Special mention might be made of 
the conferences on war problems of 
business as the controller sees them, 
which were conducted during the year; 
the cooperation with the Council of 
National Defense; the publication of 
the book, “Controllership: Its Fune- 
tions and Technique’; the making of 
a series of carefully prepared recom- 
mendations on tax subjects to the 
Treasury Department and to Commit. 


tees of the Senate and House of Rep- § 


resentatives, a work done under the 
direction of the Committee on Cooper- 
ation with the Treasury Department; 
the studies of the problems of taxation 
of sales in interstate commerce, the 
work done so effectively with the Se. 
curities and Exchange Commission, the 
outstanding accomplishments of the 
Committee on Education, the continu- 
ing work of the Committee on Tech- 


nical Information and Research, the § 


good work done by the Committee on 
Social Security Procedure, the consider- 
ation by our Planning Committee of 
The Institute’s long range objectives, 
the work of the Committee on Wage 
Hour Procedure, the growing worth 
of “The Controller,’ which ts con 
stantly meeting with high praise from 
the members, a result due in large 
measure to its careful editing and to 
the supervision given by the Commit- 
tee on Publications; and the many 
other activities which have come to be 


accepted as routine, but which con- | 


tribute in no small degree to the high 
standing and effectiveness of The In- 
stitute. All Committees have func: 
tioned excellently and have helped im: 
mensely by adding to the final splendid 
record of accomplishment. 

(Please turn to page 366) 
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THESE OFFICE SAVINGS 
WERE ADDED TO PROFITS 


A store in Ohio reduced sales audit cost 20% 
with Burroughs Electric Duplex Calculators 
which provide group totals and a grand total 
in one handling of the figures. 


A New England manufacturer saved $125 a 
month in the cost of keeping payroll records by 
installing a new Burroughs that writes several 
telated records in One operation. 


In buying 754 Burroughs calculators, a Mid- 
west concern saved $118,462.88 because the 
Burroughs range of calculators is so complete 
that the exact style and size required for each 
desk could be purchased—without overbuying. 


RIGHT IN OUR OFFICE” 


“In: the factory we cut costs with better methods and more 
modern machinery; now let’s further add to our profits by 
doing the same thing in the office.” 


Profits which lie undiscovered in the office can be fully as tangible as any 
that are gained by modernizing the factory—especially in view of the new 
time-saving features provided by today’s Burroughs machines which save so 
much time, effort and money in the handling of office records. These new 
machines and features offer surprising new possibilities for reducing office 
costs, as well as for meeting today’s changing conditions. 


The first step toward availing yourself of these “undiscovered profits” is 
to consult with your local Burroughs representative. He can tell you what 
today’s Burroughs machines, features and methods can do for you, and save 


for you, in your office. 


BURROUGHS ADDING MACHINE COMPANY « DETROIT, MICHIGAN 


fodays Burroughs 


DOES THE WORK IN 


| 
LESS TIME— WITH LESS EFFORT—AT LESS COST oe 
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Momentous Year for Controllers 


(Continued from page 364) 


MOMENTOUS YEAR FOR 
CONTROLLERS 


The year has been a momentous one 
for business and consequently for con- 
trollers, because of the spread of the 
European war, because of the inaugu- 
ration of an extended rearmament pro- 
gram, because of the preparations for 
an exceptionally heavy tax burden, be- 
cause of the effects of these develop- 
ments on the financial picture of every 
business, because of the dislocations in 
foreign trade and the necessity for di- 
recting it in new channels, on new 
terms and under new conditions; be- 
cause of the necessity of taking steps 
to guard against a post-war or a post- 
rearmament depression, because of the 
increased difficulties and uncertainties 
of doing business with the govern- 
ment, because of labor problems, and 
many other new factors and conditions 
with which you are familiar. 

The problems entailed for the con- 
troller are new, they are extensive, and 
complicated. Managements everywhere 
have been turning to their controllers 
for information, for forecasts, for facts 
concerning the effects of proposed ac- 
tions on the financial pictures of their 
businesses. The situation has been de- 
scribed by some executives as a chal- 
lenge to controllers, as an opportunity 
to become even more useful to their 
companies than in the past. Your com- 
mittee, in preparing the program for 
this Ninth Annual Meeting recognized 
this situation and arranged our sessions 
and our subjects for discussion with 
the thought in mind of helping the 
members of this Institute to meet this 
challenge. 


Must FAceE New DEMANDS WITH 
COURAGE 


We, as controllers, must face these 
new demands on us with calmness, 
with foresight, with courage, and with 
a determination to give the best that is 
in us, out of our training and experi- 
ence, to assist Our managements in 
solving the serious problems with 
which they are faced as a result of the 
dislocation of our economy, and the 
placing of American business on what 
amounts to a war footing. 
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The Institute will be turned over to 
my successor as a larger and stronger 
organization than it was a year ago. 
This is merely a continuation of its 
record of constant growth, of constant 
expansion of activities. We are in a 
position to be more helpful than ever 
to American business. That we shall 
be is something that I predict with the 
greatest confidence. Our membership 
growth has been in accordance with 
the same high standards of eligibility 
that have prevailed since The Institute 
was founded. I am proud of the qual- 
ity of our membership. I am proud to 
be associated with the men who make 
up this organization. It makes me 
happy to review the unstinted cooper- 
ation and support that our members to 
the last man, have accorded me. The 
committees have worked unceasingly, 
they have given liberally of their time. 
The Controls have had the services of 
many men as officers, directors, and 
committee members. They have, 
through their works, contributed in no 
small fashion to the success of The 


Institute this year. The staff of the m. 
tional office, somewhat limited in pum. 
bers, have labored unceasingly and ip. 
telligently for long hours to carry on 
the work of the organization. Without 
the cooperation of literally hundreds 
of members, however, the staff alone 
could not have gotten through the 
great amount of work that has been 
turned out, and produced the remark. 
able record that has been written into 
the history of the organization. The 
members of the National Board of Di. 
rectors have given liberally of their 
time to consideration and direction of 
the affairs of the organization, and 
have maintained the record of con- 
servatism, yet progressiveness, that was 
established by previous boards. 

It has been a great privilege and 
honor to have been able to serve as 
your President during the past year. | 
have enjoyed every minute of it. Trav- 
eling around to the Controls, twelve 
of which I visited, and I am only sorry 
I could not have visited all, was a great 
treat and inspiration to me. The 

(Please turn to page 372) 
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“Razzle- dazzle Gets Me Results, too, Son: [a 
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— § The results this boy’s Dad is thinking about, he gets from his 
rw Remington Rand Printing Calculator. It is doing all the origi- 
al division and multiplication work in his office, as it has never 


en done before. Because it prints all factors of every problem IT CAN PROFIT YOU 
nstantaneously on tape, the Printing Calculator saves time and — 
proves accuracy immediately. No more running the figures twice 1. It’s an electric listing-adding-direct sub- 


ie : ; : acting machine. 
nordinary calculating machines. No more dependence on spe- ene 


: : ‘ 2. It multiplies electrically, divides auto- 
cally-trained operators... its simple, compact 10-key numeral P ss 


matically. 
evboard can be quickly mastered by anyone. . .‘‘Razzle-dazzle’’ = vane 
% ete! + y om rigs. 3. In branch office or chain store, it replaces 
nthe office? Brilliant performance? Surely... and the fact re- two ‘‘part-time’’ office machines—reduces 
mains that this sensational machine is today turning a nice profit machine investment. 
or thousands of businessmen, everywhere. It can do the same 4. Unsurpassed on all original calculating— 
bec og ; ideal for payroll and order extending, in- 
ing for you! me 

5 , ventory, discounts, interest, pricing, etc. 


son A full demonstration costs nothing, obligates 

~ Actso you in no way, will surely be an eye-opener. 

Se 1 Arrange for one now. Phone your nearest 

! Remington Rand office. Or write Remington 

oday: Rand Inc., Buffalo, New York. In Canada: 
Remington Rand Ltd., Toronto. 


The Remington Rand 
Printing Cialculator 


on : 

ly Ran NOISELESS, STANDARD AND PORTABLE TYPEWRITERS .. . ADDING, CALCULATING, BOOKKEEPING AND PUNCHED-CARD ACCOUNTING MACHINES... RECORD f 
Remington MAMPI PROTECTION... VERTICAL, LOOSE-LEAF AND KARDEX VISIBLE SYSTEMS OF BUSINESS CONTROL... PHOTOGRAPHIC RECORDS EQUIPMENT ....AND OTHER | 
EVERY OFFICE NEED PRECISION PRODUCTS INCLUDING THE FAMOUS REMINGTON RAND DUAL CLOSE-SHAVER— DEALERS, SALES AND SERVICE OFFICES IN S17 CITIES j 
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Former Reichstag Member Analyzes 
Future U. S. Relations with Europe 


(Continued from page 346) 
be left? The United States and those 
parts of South America and the British 
Empire that the United States is will- 
ing and able to take under its protec- 
tion. 

Now, this prospect 
questions which may puzzle your mind. 
You will realize that, in such a world, 
for instance, the gold question is no 
question at all. There is no function 
for gold in a world that has no world 
market; and the world can have no 
world market where, with the excep- 
tion of one power—the United States 
of America—all nations are subject to 
a foreign trade monopoly of their 
Foreign trade monopoly is, as 
a matter of fact, an indispensable fea- 
ture of both Communism and Fascism. 
You can not have planned economy 
without starting with complete plan- 
ning and domination of your foreign 
trade; and the foreign trade is not 
built up along economic lines. You 
do not buy primarily where it is cheap- 
est, and you do not sell where you can 
get the best price. The planned econ- 
omy buys where it wants to buy for 
political reasons, and it sells where 
you can find a buyer, where a buyer is 


left. 


raises a few 


state. 


Go.Lp Has NOTHING To MEASURE 


Therefore, there is no such thing in 
a planned world market as price, and, 
therefore, the gold has nothing to 
measure any more. What do you want 
to do with gold? You can not measure 
anything by gold when you have not 
one price level but five, six, seven, 
eight price levels for the same com- 
modity at the same time. 

Take, for instance, a Germany nego- 
tiating with Rumania: They say, “We 
pay you X marks for a ton of wheat.” 
What is X marks? Well, again they 
negotiate and tell Rumania how many 
lei they have to get for a mark. That 
makes the price in marks utterly mean- 
ingless because the Rumanians are be- 
ing told about the ratio between their 
local currency and the mark. The same 
is true of every barter business. When 
Germany sells a locomotive to Brazil, 
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they do not care what the price of the 
locomotive is; what they do care about 
is how much political importance they 
attach to that particular deal with 
Brazil. 

I know of one very interesting in- 
stance, where an American corpora- 
tion had to buy a machine in Germany 
in order to get rid of “troubles” in a 
German-populated part of Brazil. As 
soon as the German machine was 
bought, the troubles ceased. They got 
orders from Berlin to stop the trou- 
bles because Germany got the business. 
This instance, of course, may be mul- 
tiplied. It is an amazing and appal- 
ling story. How smoothly this political 
machine works! You make trouble 
somewhere in the world in order to 
make business. 

What is gold? Gold has no in- 
trinsic value, except, of course, for 
medical purposes, for jewels, and you 
realize these uses would not result in a 
price of $35 an ounce. The present 
gold value is based exclusively on an 
American law, which says that the 
United States Treasury is willing to 
pay $35 for an ounce of gold. If the 
United States Congress should repeal 
this law tomorrow, as the British and 
the French and all other European na- 
tions have repealed the gold standard, 
there would be no fixed basis for any 
gold price any more than there is a 
basis for the silver price—and you 
know what happened to silver the mo- 
ment it was demonetized in one coun- 
try after another. 

I do not say that the United States 
will demonitize gold or should do it. 
As a matter of fact, I am very emphatic 
in the conviction that the United States 
should insist on the continuation of a 
stable gold price because it is, so to say, 
the last remnant of a sort of an em- 
bryo of a future world order. 


UNITED STATES PAYING FOR WAR 


The United States may maintain this 
law, but that is the only reason why 
gold has the value it has today. It is 
an American law. It is incumbent 
upon the American people—and no- 
body else—to retain it or to change it 
or to repeal it. The others have done 
it, anyway, and when the British Gov- 


ernment today buys gold, it buys it 
because it knows it can still sell it to 
the United States and pay with it for 
the goods it buys here. They have 
paid all, and they will continue to pay; 
and we take the gold and bury it in the 
ground—and very few of us realize 
that by doing so we actually pay a very 
substantial part of the cost of the war 
in Europe. 

We believe we are being paid be. 
cause our isolationists have told us that 
we have to insist on cash-and-carry, 
That gold can never be used by the 
United States again except if the 
United States decides to give it away. 
You may call it “loans’’; you may all 
it “foreign investments” ; but we know 
that whatever we call it, the truth will 
be that—we have got to take it—we 
will never see very much of it come 
back. And yet, we will have to do it, 
just the same—for America’s sake. The 
choice is inescapable either to accept 
the gold or to grant loans, unless we 
want to be entirely locked up against 
the rest of the world—which of course 
nobody will seriously consider. 

If we grant loans to Britain after a 
repeal of the Johnson and Neutrality 
Acts, it will not make any material dif- 
ference to us as compared with what 
we are doing right now. But if the 
totalitarian states declare that they in- 
tend to return to the gold standard 
after the war, it can not mean anything 
except that they are graciously willing 
to accept American loans, American 
gifts; and if they accept American 
gifts, which is very kind of them, then 
they may consider buying something 
from the United States. 


EUROPE’S DEPENDENCE ON 
AMERICAN SUPPLIES 


That brings us to the crucial ques- 
tion—how far this future Europe will 
be dependent on American supplies 
and how far America will be depend: 
ent on Europe. 

I am afraid that, so far as South 
America is concerned, to mention that 
first—South America is much more 
dependent on Europe than Europe 's 
dependent on South America. 

I am afraid that the low standard 


(Please turn to page 370) 
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The International Business Machines Service 
Bureau was especially organized to furnish ac- 
counting and statistical information in mini- 
mum time. Through the medium of punched 
cards and International Electric Accounting 
Machines, this Bureau will provide detailed 
Inventory Reports, Cost Analyses, Payroll Re- 


ports and numerous other records. 
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Former Reichstag Member Analyzes 
Future U. S. Relations with Europe 
(Continued from page 368) 
of life and the small consumption we 
have to expect in the future Europe— 
unless the United States takes a very, 
very great share in the future recon- 
struction of Europe—the consumption 
level will be so low that they will be 
able to do without any South American 
deliveries except minor exceptions, if 
they want to. Whether they will want 
to, I do not know, 
primarily a political question. 


because that 1s 


HITLER & COMPANY WANT 
SOUTH AMERICA 


To Mr. Hitler and Mr. Franco and 
Mr. Mussolini, South America is not 
primarily an economic issue; South 
They 
want South America; they want to rule 
it because they want to use South 
America to keep the United States in 
check. The totalitarian rulers in Europe 
fully realize that, as long as one great 
democratic power is left free to arm, 
they have not conquered the world. 
Therefore, this one great power must 
be threatened into cooperation, or 
smashed; otherwise they have not 
reached their goal of world power. 
They know it. 

Now, the way to achieve it is, obvi- 
ously, first to get hold of South Amer- 
ica. I think that answers the question 
as to what we have to do about South 
America. It is not so much an eco- 
nomic problem; it is primarily a polit- 
ical and military problem. We have 
to decide how far we are able or will- 
ing to go. 

I am afraid, as things stand right 
now, we can not do very much. But 
we need not do very much immediately. 
I think the $500,000,000 credit of 
the Export and Import Bank that Con- 
gress has voted may be sufficient for 


America is a political issue. 


the imminent future until we see a 
little more clearly what South America 
needs—as long as Britain is buying. 
What South America needs primarily 
are storage facilities. There are no ade- 
quate storage facilities there. If they 
have a major crop, they do not know 
what to do with it. They will have to 
send it to the United States—even Can- 
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ada has no surplus storage—otherwise 
they will have to dump it in the ocean. 
They have to have an opportunity, of 
course, for carrying these surplusses 
until such time after the war when 
there will be a potential demand. You 
know, Mr. Churchill already held out 
the possibility of buying on a large 
scale—to be prepared for immediate 
rescue of a liberated Continent—a 
promise which looms very large in the 
minds of South America and which 
makes them hope a little more for a 
British victory. I am convinced that 
Churchill means it, although I do not 
see how he will be capable of buying 
South American surplusses without the 
financial support of the United States, 
which may be forthcoming. 


HUNTING GROUND OF FASCIST 
ORGANIZERS 


But South America remains a hunt- 
ing ground of Fascist organizers and 
propagandists, and we know that there 
are only very, very few governments in 
South America that are not inclined to 
listen to Fascist promises because they 
are in great sympathy with their phi- 
losophy. The only thing that may keep 
them in line is a display of American 
power, supported, of course, by finan- 
cial and moral help. I think in this 
respect both parties and both candi- 
dates running for the Presidential of- 
fice are agreed. 

Certainly the gigantic schemes which 
have been published—you remember, 
immediately before the Havana Con- 
ference a few months ago—seem to 
have been shelved, at least for the time 
being. The idea of buying up all 
South American surpluses presupposes 
not only an American preparedness for 
spending somewhere between one and 
a half and two billion dollars in South 
America right away, within the next 
twelve months, but it presupposes a 
much closer degree of political and ad- 
ministrative cooperation than these 
South American countries, at least for 
the time being, seem to be willing and 
inclined to offer and even to accept. 

The South American situation may 
become critical if the British situation 
should become more critical. If Brit- 
ain holds out, then South America may 


be kept in line with reasonable Support 
from Washington, which, I take i: 
will be forthcoming. 

Can we trade with a totalitarian Fy. 
rope? Yes—even preserving our ¢o. 
nomic system. I do not see, theoreti. 
cally, why we should not and why we 
could not. The question is rather 
whether Hitler will be willing to trade 
with us. He has a foreign trade 
monopoly. It does not depend on the 
German demand for cotton whether 
anybody will be permitted to buy 
American cotton, nor does it depend 
on the American price. If they con. 
quer India, for instance, or if they 
conquer Egypt, even if the Indian and 
Egyptian cotton will be higher, Ger. 
mans will be forced to buy it from 
India and Egypt and not from the 
United States, however much we may 
subsidize cotton. But if a deal with 
Germany should be clinched, I do not 
see any reason why the Germans should 
not take American cotton and why 
Americans should not take whatever 
the Germans may have to offer for pay, 
and distribute it here freely through 
the customary channels as it always 
has been done. It will not be much, 
though, that they will be capable of 
offering, except the dumping of prod- 
ucts, which American industry will not 
be very happy to accept. 

The German dumping is a sort of 
indispensable element in the whole 
economic system, because it belongs to 
the very nature of a planned socialized 
economy. Labor works at a price not 
fixed by collective bargaining but at : 
price dictated to the worker. The 
worker has to work as many hours 4 
he is told to, and Czech labor and 
French and Polish labor will be even 
much cheaper than German labor, and 
therefore you can not calculate what 
the product really costs, and they wil 
offer it at any price you will be will- 
ing to accept. How American indus: 
try as a whole or the American Gov- 
ernment will react by its tariff policy 
to such a state of affairs is wholly us- 
predictable. 


SUMMARY 


Let me summarize very briefly how 
the future outlook appears to me. 
If totalitarianism wins, if Europe 
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wes totalitarian, then there is no hope 
for a future world market; no hope for 
iyture world trade. We will have to 
ve what we can do about our Amer- 
ian system. For South America, I 
hink what we will have to do under 
hese circumstances is to contribute as 
auch as possible by money and indus- 
tial genius to a quick industrialization. 
[think this is the only way out of the 
iilemma which presents itself in South 
America. Only the United States can 
adustrialize South America, only the 
United States has the materials, the 
agineers, the genius and the money; 
id it is, indeed, the most effective 
wy to raise the standard of living in 
uth America and to make South 
American friends. It implies, in the 
onger run, of course, a change in 
ur tariff policy, a change in the direc- 
ion of freer trade, at least, with re- 
pect to South America. We may have 
ome inter-American preferences, as 
te Empire preferences the British in- 
toduced in the Ottawa Agreement of 
1932, 


In the United States we will be open 
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to attacks by the lowered standards of 
the rest of the world. I do not think 
this will be the worst attack. I am 
afraid that a much worse attack we 
will have to stand will be the spiritual 
and intellectual attack—the confusion 
created in our minds by a victorious 
Fascism in Europe. Do not minimize 
this danger. Nothing succeeds so much 
as success. We are inclined to talk 
about the fifth column. The fifth col- 
umn is hidden in the mind of every- 
body whether he knows it or not. 

The truth is that unless we become 
very strong and firm in our conviction, 
in our own basic philosophy, upon 
which this Republic has been founded, 
we are lost and doomed if Europe is 
lost and doomed. If Britain falls, I 
am afraid the United States is in for 
domestic troubles for a very, very long 
period ; and you can not have economic 
prosperity with domestic troubles. 

If Britain holds out, then, of course, 
we have a different world. Then still 
the amount of destruction on the Eu- 
ropean continent will be appalling, but 
I am confident that our capitalist dem- 
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ocratic world is capable of quick re- 
construction. We saw it after the last 
war. Reconstruction after the last war, 
which lasted more than four years, 
was amazingly fast and thorough, and 
only nations which were torn by their 
internal difficulties and discord, like 
France, could not benefit from it. 
Great Britain between 1930 and 1938 
enjoyed the greatest prosperity of 
British history. It had a greater na- 
tional income than ever before and a 
greater national wealth than ever be- 
fore. Germany, after 1924, as soon as 
the Dawes Plan went into effect, had a 
greater national income and a greater 
industrial capacity than ever before and 
enjoyed it until it was crushed by the 
Nazi upheaval in 1933. Even then they 
built up a marvelous machine devoted, 
unfortunately, to destruction and not to 
construction; but I do not see any rea- 
son why this machine should not be 
capable of being turned to peaceful 
purposes as well as to destructive pur- 
poses. 

In other words, if liberalism and 
capitalism and democracy win, I am 


} > 
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CONTROLLERSHIP: ITS FUNCTIONS 
AND TECHNIQUE, by John H. MacDon- 
ald. Controllers Institute of America, New 
York, Publishers. 144 pages. $2. 

Sponsored by The Controllers Institute of 
America and reflecting the experience of its 
membership, this book sets forth the duties 
and responsibilities of the controller in a 
broad and diversified field of American 
business practice. Its publication, as de- 
scribed by the president of The Institute, 
is in response to the question—'‘What is a 
controller and what does he do?” 

Under major chapter definitions, viz, 
“Functions of the Controller,’ “Relations 
between Controllers and Public Account- 
ants,” “Relations of Controllers with Gov- 
ernmental Bodies,” ‘The Controller's Rela- 
tion to Company Policies and Management,” 
“Controllers’ Reports and Their Interpreta- 
tion,” are presented the detailed conception 
of the controller's place in corporate organi- 
zation and the degree to which he is in a 
position to assist executive direction of busi- 
ness enterprise. 

It is clear that the controller who as- 
sumes his proper place in corporation man- 
agement no longer confines himself to the 
compilation and supervision of accounting 
records. On the contrary, he qualifies as a 
staff officer, capable of judging the sound- 
ness of all managerial policies which have 
a bearing upon the profit-making strength 
of the business, and points out possible 
courses of action and their effect upon the 
economic well-being of the enterprise. 

In his relationship to the public account- 
ing profession he provides accounting meth- 
ods which are technically sound, but his 
duty in this field is more particularly one 
of giving management, directors and _stock- 
holders a translation of the accounting rec- 
ords in terms that are factual and construc- 
tive. 

Emphasis is placed upon the ever-widen- 
ing relationship between controllers and 
governmental agencies as created under the 
provisions of the Revenue Acts, the Social 
Security Act, the Fair Labor Standards Act, 
the various laws policed by the Securities 
and Exchange Commission, and the Robin- 
son-Patman Act—all of which are depend- 
ent upon adequate organization, record 
keeping and interpretation within the Con- 
troller’s Division. 

It is made clear in the descriptive experi- 
ence of various industries that if the con- 
troller is to rise above the robot and pen- 
pushing characteristics of the bookkeeping 
function he must become a vital part of 
management in the determination of com- 
pany policies. Not as chief accounting ofh- 
cer but rather as a directing force in man- 
agerial activity, he should be in a position 
to gauge the effectiveness of the inventory 
program, the wage system and the pricing 
policy and, as budget executive, be respon- 
sible for the presentation and translation of 
all reports which furnish management with 
the tools for intelligent control of expense 
in the productive and distributive units of 
the business. If the control of operating 


costs is accepted as a primary function of 





REVIEWS of Recent Business Publications 


business management, the controller best 
equipped for the fact-finding and fact-pre- 
senting job and possessing a managerial 
point of view finds himself occupying a 
significant place in executive councils. 

The ultimate value of the controller's 
work is best reflected in the interpretative 
reports which he renders and the results 
which flow from their use in the hands of 
administrative personnel. His duties are 
not so important as the results of his work 
and the extent to which he is able to assist 
management in perfecting organization and 
in reaching predetermined objectives. 

The book might well serve as a digest 
of the “modus operandi” of controllership 
in corporate organization. It is a compli- 
ment to the coordinated thinking and achieve- 
ment of a group whose chief interest lies in 
the improvement of that management tech- 
nique which will contribute most fully to 
the productivity and profitability of business 
enterprise. 

Reviewed by HENRY C. PERRY. 


“HOW NAZI GERMANY HAS MOBI- 
LIZED AND CONTROLLED LABOR,” 
by L. Hamburger, a member of the Faculty 
of the University of Geneva. Published by 
the Brookings Institute. 59 pages. 25 cents. 

This work is a clear and concise analysis 
of the steps taken by Nazi Germany to ef- 
fect complete regimentation of labor. The 
author follows the progression of controls 
until the worker ultimately lost his inde- 
pendence entirely and the state set up a 
virtual feudal system, a throw back to the 
middle ages, which created a situation re- 
sembling slavery. 

Chancellor Hitler realized that it was es- 
sential to create jobs in order to achieve 
power. He transferred men to military 
services, established compulsory labor serv- 
ice for young men, such as improving roads 
and cleaning forests with practically no re- 
muneration, and reduced the number of 
women in industry. More jobs were cre- 
ated by building roads, aerodromes, fac- 
tories, fortifications and such other works 
valuable for military purposes. 

The author then shows how the control 
of the workers was established by restric- 
tion of freedom to shift jobs from one type 
of employment to another. There was a 
shortage of agricultural workers and a de- 
cree was issued by which unemployed work- 
ers up to 25 years living in the cities were 
transferred to the farms and persons previ- 
ously employed in agriculture were not per- 
mitted to be employed on non-agricultural 
jobs. By this experiment the way was 
opened to expand the process to other in- 
dustries as the needs arose. 

As the militarization program progressed 
a central employment agency was given 
power to plan the supply of labor and to 
control the workers’ movements not only 


are 


between different industries but within the 
same industry. The Work Book law was 
enacted February 26, 1935, which required 
that a Work Book be drawn up for each 
employable person, giving his entire his. 
tory, which had to be submitted to cop. 
tinue in employment or be employed. From 
this source it was determined what occupa- 
tion a worker had been originally trained 
for and if he was employed in another in. 
dustry he was compelled to return to his 
original work if there was a shortage of 
labor in that industry. 

Reviewed by Louis W. Jagcer. 


Momentous Year for Controllers 
(Continued from page 366) 
cordiality with which I was greeted 
and the courtesies shown me are deeply 
appreciated. The friendships made and 
renewed are more valuable to me than 
all the material wealth in the world. 
Let us keep on in our efforts to build 
The Controllers Institute of America 
into an organization that will be a 

model for others to follow. 

My sincere thanks and appreciation 
go out to all who have contributed so 
generously to the success of The In- 
stitute. 


Former Reichstag Member Analyzes 
Future U. S. Relations with Europe 


(Continued from page 371) 
confident that, whatever the destruc- 
tions of this war may be, we all will 
be capable of breathing more freely 
and of thinking of the future again— 
which we have forgotten in the last 
ten years. We have forgotten the c- 
pacity of thinking ahead. The future 
was clouded. There was an impene- 
trable screen hanging before our eyes 
and what we believed to be beyond 
that—darkness—turned out to be, 
truthfully, real darkness. 

Whether the democratic capitalist 
world will win—this decision tests 
with the United States. You alone 
will decide. In your, in our hands, 
lies the future of the world; and the 
only thing we can do is pray and wish 
that we may be capable of standing 
up to the most fantastic responsibility 
which any nation has at any time ' 
face. 
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INSTITUTE ACTIVITIES 








WEETINGS OF CONTROLS 
4iLTIMORE 
Topic: “SECURITIES AND EX- 


CHANGE COMMISSION” 

The Baltimore Control held its first 
sonthly meeting of the season on Septem- 
yr 18 at the Lord Baltimore Hotel. The 
gaker of the evening was Mr. William 
W. Werntz, chief accountant of the Se- 
urities and Exchange Commission. He 
uve a resumé of what the Securities and 
‘change Commission responsibilities are 
ader various laws, and what some of the 
alient features are. He reviewed briefly 
e principal duties assigned to the various 
ivisions of the Commission and paid spe- 
ul attention to the accounting problems of 
he several divisions. The president of the 
‘ontrol, Mr. Arthur R. Burbett, First Na- 
nal Bank, presided. Managing Director 
{thur R. Tucker and Assistant Secretary 
darvey M. Kelley of the National Office of 
The Institute attended the meeting. Plans 
ee announced for a vigorous and active 
vogram of monthly meetings of the mem- 
xs of the Control. 





BUFFALO 
Topic: GENERAL MEETING 


The first meeting of the Buffalo Control 
vis held on September 17, at the Buffalo 
‘untry Club, Williamsville, New York. 
‘was a get-together meeting and arrange- 
ments were made for golf at 3 P.M. and 
vaner at 6:30 P.M. The following di- 
tors were elected: George H. Hetley, 
farrison Radiator Division, General Motors 
“poration, Lockport; Howard E. Riordan, 
lonial Radio Corporation, Buffalo; and 
Valter S$. Corrie, National Gypsum Com- 
nay, Buffalo. The following members were 
pointed on committees: 


Program: Walter S. Corrie, Chairman; 
3a Black, John H. Goodwin, Jr. 
Membership: Howard F. Riordan, Chair- 
nam; L. C. Vallier, Walter Winter. 


The Annual Meeting in New York was 
iscussed with the members and it was 
‘und that approximately ten men expected 
0 attend. The Program Committee pre- 
sated the program for the year 1940-1941, 
ad it was enthusiastically received. In 
‘ past, programs had been confined to 
tund table discussion, but this program 
movides for speakers at the October and 
‘pil meetings and a plant visit, which 
ll be the first one to be made by the Con- 


HICAGO 

Topic: “PRESENT DAY TRENDS IN 
THE FIELD OF LABOR AND AD- 
MINISTRATION LAW” 

The Chicago Control held its first regular 

tonthly meeting of the season on Septem- 

‘t 17 at Harvey’s Restaurant. The speaker 

t the evening was Mr. Henry Seyfarth, for 

© past five years associated with a promi- 


nent Chicago law firm, who addressed the 
members on “Present Day Trends in the 
Field of Labor and Administration Law.” 
The Chicago Control Golf Party held on 
September 10 was a great success. The Con- 
trol will, for the first time, fail to use red 
ink in connection with one of their golf 
parties. This was due in great part to the 
very able way in which the tournament was 
handled and to the number in attendance. 
About seventy-five members and guests sat 
down to dinner. Acknowledgments were 
made to the Committee which was com- 
posed of Mr. Kenneth E. Armstrong, of 
Marshall Field’s; Mr. Arthur E. Hall, of the 
Chicago Daily News, Mr. Miller Adams of 
Fred Harvey, Incorporated, and several ex- 
ecutives under Mr. Armstrong who helped 
him, due to his absence from the city. 


CINCINNATI 
Topic: “FIRE AND CASUALTY IN- 
SURANCE—LATEST TYPE OF 
COVERAGE” 

The first monthly meeting of the 1940- 
1941 season of the Cincinnati Control was 
held on September 10 at Alms Hotel. The 
speaker of the evening was Mr. Sydney 
Marean, whose topic was “Fire and Cas- 
ualty Insurance—Latest Type of Cover- 
age.” Since this was the opening meeting 
of the season, it was a get together meet- 
ing and every member was urged to at- 
tend. The notice to members read: “Make 
the Controllers Meeting a permanent 
date.” 


CLEVELAND 
Topic: “THE EXCESS PROFITS TAX 
OF 1940” 

The September meeting of the Cleveland 
Control was held on September 10 at Hotel 
Cleveland. President H. P. Thornton pre- 
sided and announced the following com- 
mittees to serve for the ensuing year: 

Program Committee: T. J. Tobin, Chair- 
man; C. L. Cole, William N. McDonald. 

Membership and Admissions Committee: 
M. W. Thernes, Chairman; P. F. Boyer, E. 
V. Batteurs. 

Auditing Committee: 
man; M. W. Thernes. 

Educational Committee: 
Chairman; L. R. Swett. 

Forecasting Committee: J. Iglauer, Chair- 


man; W. E. Gillette, K. L. Woodring. 


S. Dunlap, Chair- 


J; BH. Black, 


Matters of importance having to do with 
the 1940-1941 program of the Control were 
discussed. It was decided to continue noon- 
day meetings through September, and bring 
the matter up for consideration again after 
that time. The speaker of the evening was 
Mr. John W. Bankhurst, resident manager, 
Commerce Clearing House, Incorporated, 
who reviewed the proposed Excess Profits 
Tax of 1940. 
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CONNEGTICUT 
Topic 4 “THE DEFENSE PROGRAM 
AND ITS EFFECT ON REVISION 
OF STANDARD COSTS FOR IN- 
VENTORY VALUATION” 

The Connecticut Control held its first 
regular meeting of the new season on 
October 2 at the University Club, Bridge- 
port, Connecticut. Mr. Floyd A. Pearce, 
The Torrington Company, Torrington, 
Connecticut, and secretary of the Control, 
led a discussion on “Anticipating the Ef- 
fect of the Defense Program on Revision 
of Standard Costs for Inventory Valua- 
tion. 


DAYTON 
Topic: “FLOW CHARTS” 
For their first meeting of the season on 
September 12, members of the Dayton Con- 
trol were guests of The Standard Register 
Company. Dinner was served at 6 P.M. in 
the Auditorium of the Company and the 
meeting was held there. A discussion on 
“Flow Charts” was conducted by Mr. W. E. 
Bloom, who is in charge of the Standards 
Department of the company and who is an 
expert on time and motion studies. The ad- 
dress wasp illustrated with pictures and 
charts. Tie Program Committee has ar- 
ranged an extremely interesting program for 
each of the meetings up to the first of the 
year, and a full attendance was urged. 


DETROIT 
Topic: “RECENT DEVELOPMENTS 
IN PROBLEMS COMMON TO 
CONTROLLERS AND PUBLIC AC- 
COUNTANTS” 

The newly elected officers of the Detroit 
Control officiated at the first meeting of the 
current season which was held on Septem- 
ber 11 at the Hotel Statler. Following the 
business meeting the members were ad- 
dressed by Mr. George D. Bailey, senior 
partner of a local firm of certified public ac- 
countants, on the subject “Recent Develop- 
ments in Problems Common to Controllers 
and Public Accountants.” There was a 
large attendance at the meeting. 


DISTRICT OF COLUMBIA 
Topic: “PROCEEDINGS AT THE AN- 
NUAL MEETING OF THE INSTI- 
TUTE” 

The District of Columbia Control held 
the first monthly meeting of the season on 
October 1 at the Carlton Hotel. President 
of the Control, Franklin H. Kenworthy, 
Chesapeake & Potomac Telephone Com- 
pany, outlined plans for the Control for the 
current year, and announced new committee 
appointments. Business and technical pro- 
grams were discussed. Several members of 
the Control who had attended the Annual 
Meeting of The Institute, discussed the pro- 
ceedings at the sessions they attended in 
New York. Their reports were greatly 
appreciated by those who could not attend 
the Annual Meeting. 
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INDIANAPOLIS 

Topic: “SABOTAGE AND _ ESPIO- 

NAGE” 

Mr. E. J. Wynn, special agent in charge, 
Federal Bureau of Investigation, Indianap- 
olis office, was the discussion leader at the 
September meeting of the Indianapolis Con- 
trol. The meeting was held on September 
25 at Antlers Hotel, and the subject was 
“Sabotage and Espionage.” It proved to be 
a very interesting subject at this particular 
time. 


KANSAS CITY 
Topic: “NATIONAL DEFENSE AND 
CONSCRIPTION” 

The September meeting of the Kansas 
City Control was held at the Kansas City 
Club on September 9. Mr. Orville S. 
McPherson, president and publisher of 
the Kansas City Journal, addressed the mem- 
bers on “National Defense and Conscrip- 
tion,” a subject of foremost importance 
today to the business men of this country. 
The technical chairman was Jack Batchler, 
controller, the Kansas City Life Insurance 
Company. 


LOS ANGELES 
Topic: “INFORMATION PLEASE” 
Mr. Dudley E. Browne, Lockheed Air- 
craft Corporation, chairman of the Program 
Committee of the Los Angeles Control, 
presided at the first meeting of the Control 
for the new season which was held on 
September 24 at the Clark Hotel. The pro- 
gram was in the form of a radio program 
“Information Please.” The following gen- 
tlemen were chosen to answer questions re- 
lating to their assigned topics: Joseph D. 
Brady, Attorney-at-Law, for Federal and 
State Income taxes; A. J. Lynch, President 
of Cosgrove & Company, for insurance; 
Robert J. McCoy, partner, Peat, Marwick, 
Mitchell & Company, for accounting and 
auditing; Mr. Dwight A. Moore, Controller 
of the Wilshire Oil Company, Inc. and Af- 
filiates, for controllership; and Herbert T. 
Short, controller of the Bekins Van & 
Storage Company, for Social Security taxes. 
Members had been requested to send their 
questions in written form to the chairman 
before September 20. Questions were per- 
mitted from the floor after all written ques- 
tions had been answered. 


MILWAUKEE 

Topic: “THE WORK OF THE F.B.I.” 

The first meeting of the 1940-1941 season 
of the Milwaukee Control was held on 
September 18 at the Bluemound Country 
Club, with Mr. W. D. Knickel as host. The 
speaker was Mr. L. V. Boardman, special 
agent in charge, Federal Bureau of Investi- 
gation, Milwaukee. He spoke on ‘The 
Work of the F.B.I.” which was of interest 
to everyone, and especially to those who are 
engaged in work which is a part of the Na- 
tional Defense Program. The Program 
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Committee furnished each member with 3 

copy of the complete program for the entire 

season. In working up this program, par. 

ticular attention was given to the sugges. 

tions made by members in answer to , 

questionnaire which was sent out some time 

ago. 

NEW ENGLAND 

Topic: “RECENT DEVELOPMENTs 

IN TAXATION OF SALES IN IN. 
TERSTATE COMMERCE” 

The New England Control opened it 
1940-1941 program with an up-to-the-min. 
ute address on “Recent Developments in 
Taxation of Sales in Interstate Commerce 
The monthly meeting was held on Septem 
ber 17 at the University Club, Boston, and 
the speaker was Mr. Cyrus B. King, man 
aging editor, Prentice-Hall Services. Mem: 
bers were provided with a list of committe 
appointments for the current season and a 
program for the entire year. 


NEW YORK CITY 

HOST AT THE ANNUAL MEETING 

The New York City Control held a 
monthly meeting in September since men- 
bers were occupied with preparation for 
the Annual Meeting of The Institute at the 
Waldorf-Astoria Hotel. A regular meeting 
will be held in October and announcement 
of it will be sent to the members shortly. 


PHILADELPHIA 
Topic: “NATIONAL DEFENSE PRO- 
GRAM” 

“National Defense Program” was the 
subject of the first meeting this year of 
the Philadelphia Control. The meeting 
was held on October 3 at the Penn Ath 
letic Club and the speaker was Dr. Her 
bert F. Taggart, accounting consultant t 
Price Stabilization Division, Advisor 
Commission to the Council of Nation 
Defense. Dr. Taggart, who is widelj 
known, was exceptionally well qualifec 
to address the Control on this timely an 
perplexing subject. President Thomas W 
Dinlocker presided. 


PITTSBURGH 
Topic: “YOUR DUTY TO PRIVATE 
ENTERPRISE” 

The first meeting of the Pittsburg 
Control for the new year was held 0 
September 19 at Longue Vue Count" 
Club. Hosts were members Bowse! 
Clarkson, Murray and Naylor who at 
also, members of the Club. The progra® 
consisted of golf in the afternoon, dinnet 
and meeting in the evening. The speak’ 
was Mr. John S. Mason, counsel of the 
Dravo Corporation, and his subject w 
“Your Duty to Private Enterprise.” This 
address is part of a nation-wide move 
ment known as the Mobilization for Um 
derstanding of Private Enterprise, sp 
sored by the National Association 
Manufacturers. 
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The Controller, October, 1940 


Mid-Western Spring Conference 
To Be Held in Detroit 


The Board of Directors of The Con- 
trollers Institute of America, at a meeting 
held September 24, voted to ask the Detroit 
Control to accept responsiiy‘lity for the Mid- 
Western Conference of Controllers to be 
conducted in the spring of 1941. 

Officers and members of the Detroit Con- 
trol who were present at the Ninth Annual 
Meeting of The Institute gladly accepted 
the responsibility, and have already begun 
to make plans for the Conference. 

Previous Mid-Western Conferences have 
been conducted in Indianapolis, 1938; Cleve- 





PHOTOGRAPHS OF 

ANNUAL DINNER 
Co pie S of the photograph of the 
Ninth Annual Dinner of The 
Controllers Institute of America, 
which appears in this issue of THE 
CONTROLLER, may be had at a 
cost of $1.10 apiece from the 
Drucker-Hilbert Company, Inc., 
106 West Forty-third Street, New 
York City. These are unmounted 

prints, suitable for framing. 











land, 1939; and Chicago, 1940. The Mid- 
Western Conference has become a fixture 
in the calendar of The Institute. Other 
spring conferences are conducted on the 
Pacific Coast; in New York City; and in 
1940 one was held in New England, at 
Swampscott, Massachusetts. 


PERSONAL NOTES 


At a meeting of the board of directors of 
General Telephone Corporation on Septem- 
ber 27 it was announced that Mr. Thomas 
A. Boyd, former controller, was elected 
vice-president of the company. He has been 
a member of The Controllers Institute of 
America since October, 1936. 

A member of The Controllers Institute 
of America since March, 1932, Mr. Arthur 
E. Davis, completed on August 3, 1940, 
thirty years of service with the Royal Type- 
writer Company. Mr. Davis joined the 
Royal family as cashier of the New York 
Metropolitan department, and in turn ad- 
vanced to assistant controller, assistant treas- 
urer, vice-president and manager of Ca- 
nadian subsidiary, controller, and in 1933 
to his present position as treasurer and 
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member of the company’s Board of Direc- 
tors. Throughout his years of service he has 
established a reputation for executive bril- 
liance and faithful performance. He is an 
active member of The Institute, serving on 
the Advisory Council, and enjoys the deep 
affection and esteem of his fellow members. 

Mr. Leroy Drake, formerly controller 
of the Dr. P. Phillips Company, Incorpo- 
rated, Orlando, Florida, was elected as 
of September 1, 1940, controller of the 
Ingalls Iron Works Company, and Ingalls 
Shipbuilding Company, Birmingham, Ala- 
bama. He is a member of The Control- 
lers Institute of America. 


MEMBERSHIP ROSTER 
OF CHICAGO CONTROL 


The Chicago Control has prepared a 
membership roster, as of September 1, 1940, 
a twenty page booklet which is of a size 
which can be slipped into a coat pocket. 

On its cover this roster lists the regular 
meetings to be held during 1940 and 1941, 
as well as the technical meetings, and spe- 
cial meetings. The officers and directors 
of the Control are listed on the inside front 
cover. There are then fourteen pages of 
names of members of the Control, giving 
the nature of the business with which each 
is connected, the business address and tele- 
phone number, the home address and tele- 
phone number, and the hobby of the indi- 
vidual. 

Distribution of these membership rosters 
to members of the Control, the officers be- 
lieve, will encourage the organization of 
small groups for luncheon meetings to dis- 
cuss special controllership problems and to 
exchange ideas. The roster was compiled 
by Mr. Martin Keagy, secretary of the Con- 
trol. Several blank pages are provided for 
the addition of names of new members. 
The Committees of the Control for the 
current year are listed, also the past presi- 
dents of the Chicago Control. 

Accompanying the notice of a special 
technical meeting to be held by the Con- 
trol on October 8, there appeared a four- 
page leaflet with considerable chatty ma- 
terial concerning the Control and its activi- 
ties. Reference is made in this leaflet to 
the meeting to be held by the Control on 
October 22, which has been designated by 
the Board of Directors as Past Presidents’ 
Night. Special honors will be tendered that 
evening to the past presidents of the Con- 
trol: Messrs. Frank J. Ellis, Arthur E. Hall, 
Ernest L. Olrich, Roy S. Holden, George 
D. E. McAninch, and John A. Donaldson, 
covering the period from 1933 to 1940. 

Twenty-six members of the Chicago Con- 
trol were present at the ninth annual meet- 
ing of The Institute in New York City, late 
in September, according to this leaflet. The 
names of the members of the Chicago Con- 
trol who attended the annual meeting are 
listed in this leaflet; also the names of eight 
newly elected members in the Chicago ter- 
ritory. 











Otticers and Directors 
CONTROLLERS INSTITUTE 
OF AMERICA 


President 
VERL L. ELLIOTT 
The Atlantic Refining Company 
Philadelphia 


Vice-Presidents 
FRANK L. KING | 
Continental Illinois National Bank ] 
and Trust Company of Chicago, } 
Chicago 
Epwarp V. MILLS 
Fireman’s Fund Insurance Company, 
San Francisco j 
C. ELLis SPENCER 
Crompton & Knowles Loom Works 
Worcester, Massachusetts 
WILFORD H. SWINNEY 
West Penn Power Co., Pittsburgh 
H. P. THORNTON 
The White Motor Co., Cleveland 
Treas urer 
O. W. BREWER 
American Gas Association, New York 
City 
Assistant Treasurer 
L. W. JAEGER 
Colonial Optical 
New York City 
Managing Director 
ARTHUR R. TUCKER 


Company, Inc, 


Directors 
(In addition to the President and five 
Vice-Presidents) 
KENNETH E. ARMSTRONG 
Marshall Field and Company, Chicag: 
FRANCIS J. BRETT 
Niagara Hudson Power Corporation, 
New York City 
WESLEY CUNNINGHAM 
General Petroleum Corporation of 
California, Los Angeles 
THOMAS W. DINLOCKER 
S K F Industries, Inc., Philadelphia 
THoMas L. Evans 
Weston Electrical Instrument Corpo 
ration, Newark, New Jersey 
EUGENE C. HOELZLE 
Packard Motor Car Company, Detroit 
EpwarpD C. Hor 
The American Brake Shoe & Foun 
dry Company, New York City 
EDMOND S. La ROSE 
Bausch & Lomb Optical Company. 
Rochester, New York 
Oscar N. LINDAHL 
Universal Atlas Cement Company, 
New York City 
T. C. McCoss 
Standard Oil Company (New Jersey). | 
New York City 
JOHN H. MacDoNaLp 
National Broadcasting Company, Inc. 
New York City 
E. G. MICHAELS ; 
Vick Chemical Co., New York Git f 
JoHN C. NayLor | 
Pet Milk Company, St. Louis i 
Louis M. NICHOLS F 
General Electric Supply Corporation. § 
Bridgeport. 
L. D. PARMELEE ‘ 
Atlantic Gulf & West Indies Steam 


ship Lines, New York City s | 
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Sundstrand Model—Underwood Elliott Fisher Accounting 
Machine. With three complete lines of machines available, 
Underwood Elliott Fisher 1s able to recommend the type ideally 
suited to your business. There are no makeshift applications 
of machines when you put your problems up to Underwood 
Elliott Fisher. 
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Some organizations merely KEEP books. Others USE 
them as a means of maintaining business on an even 
keel. That’s how many an executive, with the help of 
Underwood Elliott Fisher Machine Accounting, STAYS 
on top of his yop! ¢ Underwood Elliott Fisher 
machines do a complete accounting job. . . take care of 
Accounts Receivable and Payable, Pay Rolls, Social 
Security records and other accounting tasks. But, be- 
yond this, they supply the executive staff with daily 
figure facts that reveal the position of the business at 
all times. ¢ All accountants are invited to telephone 
or write for full information. 


Accounting Machine Division « UNDERWOOD ELLIOTT 
FISHER COMPANY . Accounting Machines.. Typewriters... 
Adding Machines . . Carbon Paper .. Ribbons and other Supplies 
One Park Ave., New York * Sales and ice Everywhere 
Underwood Elliott Fisher Speeds the World’s Business 








UNDERWOOD-ELLIOTT FISHER-SUNDSTRAND 
ACCOUNTING MACHINES 





Copyright 1989 Underwood Elliott Fisher Compan, | 














... THAT 
YOU READ 
THIS AD 
CAREFULLY! 


Al (Alford J.) Williams, Manager of 
MORE the Aviation Depart-nent, Gulf Oil 

*60 MINUTES plana no Corp.—Graduate of Fordham and 
Georgetown— Naval aviator in World 


EXECUTIVE TIME War I (D.F.C.)—Speed record holder 


1923-31 — Member of N.Y. State Bar— 

R DA y with an Columnist for 18 Scripps-Howard news- 
PE papers. His book, ‘Airpower’’ (dic- 
tated on bis Ediphone) just published 





is an authoritative story of military 


aviation and its part in World War Il 
oO -«.No wonder Major Williams depends 
R on his Edipbone! 
EDISON VOICEWRITE 
: MORE TIME FOR YOU, TOO 


Surveys show that the average executive increases his capacity an hour | 
a day with an Ediphone. Talk your work away, too; record ideas, notes — 
_ and dictation immediately... to either the new 812” x II” Desk Ediphone 
| (like Major Williams’, above) or the new streamlined floor model. 











Write Dept. CT10, Thomas A. Edison, Inc., West Orange, N. J. or 
Thomas A. Edison of Canada, Ltd., 610 Bay Street, Toronto. 




















